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PRESS RELEASE March 15, 2005

2004 EARNINGS

MICHELIN DELIVERS SIGNIFICANT PERFORMANCE IMPROVEMENT,
DESPITE CONTINUING INFLATION OF EXTERNAL COSTS

* Operating income is up +13.7%, with Net Sales up 6% (excluding the impact of exchange rate and of
changes in the scope of consolidation)

= At 8.3%, operating margin gains 0.9 percentage point over 2003.

* Netincome rises 60%, after non-recurring items

* Net financial debt goes down for the fourth consecutive year.

* All business segments report progress in operating performance; Other Activities turn profitable for
the first time since 2000. :

* A 35% increase in net dividend, at 1.25 euro per share, will be submitted for approval at the Annual
Shareholders' meeting on May 20, 2005.

.. 'December 3

In EUR million fFreﬁgh:‘ 2004 / 2003
Net Sales l +2.1%
At constant scope and exchange rate +6.0%
Sales volumes +2.7%
Operating income +13.7%
Operating margin as a % of net sales +0.9 pt
Non-recurring items NM
Net Income +60%
Net debt -6.3%
Gearing -9.0 pts
Free Cash Flow’ -73 MEUR

" The rules and methods applied for the preparation of the consolidated accounts at December 31, 2004 comply with accounting
rule 99-02 of the French Comité de la Réglementation Comptable.

? Free cash flow = cash flow - change in working capital requirement — total net investments (capital expenditure and financial
investments)

Commenting on the year’s results, Mr Edouard Michelin said:

2004 is another year of progress for Michelin which delivered substantial improvement in financial performance
despite continuing strong inflation in external costs. Taking these achievements into account and confident that the
Group is able to maintain its positive momentum, a 35% increase in the dividend will be submitted for approval at
the Annual Shareholders” meeting on May 20, 2005”

On 2005, Mr Edouard Michelin added: "We look to 2005 with confidence as such momentum is built on our
strengths. We wilt continue to progress further on all tire markets. We are targeting a level of operating result
which is at least as good as that achieved in 2004 despite a more difficult environment, in particular because of
additional strong raw material price increases ".




Sales volumes: +2.7% in tons, net sales up +6% at constant exchange rates

In 2004, tire markets posted moderate annual growth after an exceptionally strong first half and a significant
correction in the second half. These trends were reflected in Michelin's sales volumes which grew less quickly than
the +3.7% registered in 2003.

After an exceptionally strong first half of the year, replacement markets in Europe and North America reverted to
their long-term trends, in line with Michelin's forecasts. Sluggish Passenger Car Original Equipment markets
contrasted with buoyant Truck, Earthmover and Agricultural Original Equipment markets. Emerging markets in Asia,
South America and Eastern Europe experienced double-digit growth.

In this context, Michelin net sales were strongly impacted by the continuing depreciation of the U.S. dollar versus
the euro {(-9% in 2004). Once again, Michelin compensated for recurring external inflationary pressures, including
unprecedented raw material price hikes, through a firm pricing policy. Michelin gained further market shares in
emerging markets and targeted segments — high performance, winter and SUV recreational Passenger Car tires, as
well as Truck and Earthmover tires. Combined with higher selling prices, this translated into a robust annual price
and mix effect, substantially up from a year ago (+3.2%).

Therefore, Net sales increased +6% compared 10 last year, excluding the impact of exchange rate variations and
changes in the scope of consolidation.

At 8.3%, operating margin shows a significant improvement on 2003 (7.4%), in spite of the deterioration
of the operating environment

Steadily escalating external costs amounted to EUR 452 million - or 35% of the total operating income of
EUR 1,299 million ~ of which EUR 360 million is from raw materials (up +11% compared to 2003 at constant
exchange rate). The Group was able to absorb this 2.8 percentage point negative impact on operating margin and
show a 0.8 percentage point gain over 2003.

The continuous progress in price mix for the fourth consecutive year (+ 3.2%), together with additional productivity
gains, drove the operating performance up.

These achievements highlight the validity of Michelin’s strategic focus on selective growth, industrial performance,
quality and innovation.

Another key element of this strategy, the Group’'s well distributed geographical balance between sales and
production helped mitigate the impact of currency fluctuations: with the natural hedge thus provided, the
appreciation of the euro versus the dollar (+9% year on year) had only a modest negative impact of EUR 38 million.

Lastly, changes in the scope of consolidation barely impacted the Group in relative terms, as the fully integrated
operations of Viborg were consolidated for 12 months, against 9 months in 2003.

Net income is up 60%, including non-recurring items

After a non-recurring result of EUR 19 million in 2003, net income includes a non-recurring charge of EUR 206
million, of which mare than half corresponds to a provision booked to cover a potential loss on the planned disposal
of Michelin's activities in the wheel business, as announced on February 16, 200S.

The Group's average effective tax rate is 37.5% at December, 31, 2004. Compared to 44.3% in 2003, the
improvement of the effective tax rate can be attributed to the fact that goodwill on the acquisition of Viborg,

completed in 2003, was not tax deductible and to a better balance between loss-making and profit-making
operations during the periocd under review.
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Operating cash flow generation remains strong for the fourth consecutive year, supporting organic
growth and selective acquisitions

Benefiting from a structurally substantial operating cash flow representing close to 9% of net sales, Michelin was
able to dedicate EUR 1.1 billion, or 7% of net sales, to capital expenditure, in consistency with the Group's growth
strategy. ’

In this respect, selective capacity increases and acquisitions were essentially targeted at strengthening the Group’s
foothold in certain key emerging markets: China, Indonesia, India, Thailand, Rumania, Russia, notably. One third of
investments were made to support this goal. The remaining two thirds include investments in productivity,
maintenance and adjustment, spread across the Group's industrial facilities.

After financing the Group's expansion in 2004, free cash flow, therefore, is positive at EUR 226 million.

Net financial debt continues to slide, with gearing ratio at 69%, down 9 percentage points on 2003

At EUR 3,224 million, net financial debt decreased 6.3% compared with 2003. For the fourth consecutive year,
Michelin was able to bring its gearing ratio down. It stands at 69%, compared to 78% at the end of 2003.

Financial information by activity

Operating margin

French GAAP Operatiﬁg income (% of sales)
D g Change ;
© 2004 2003 2004/ - 2004 . 2003
5yl ey 2003
EUR.- % of ©. EUR % of
. millions - “+totak . millions total '
PassengerCar/light 7317 se3% 664 581%  +10.1%  97%  89%
Truck 548 0 422% 521 456%  +52%  13.0%  13.1%
Other Activities * C200 L 15%. 42 3.7%  +147% 0.4%  (0.9%)
Group total 12997 100% 1,143 100%  +13.7% © 83%  7.4%

* Other activities include specialty tires, distribution activities, wheels, maps and guides, ViaMichelin, Michelin Lifestyle, and other
sales. Each of them accounts for less than 10% of the consolidated net sales. The results of theses activities may vary
substantially. Usually, the operating profitability of distribution is below that of manufacturing activities.

Passenger Car / Light Truck 9.7% operating margin, up 0.9pt.

Operating margin of this activity increased further in 2004, benefiting from the following positive drivers:
= Successful implementation of price increases worldwide
= Efficient cost control

»  Further improvement of the product mix with a robust progression of Winter, High performance and SUV tire
sales

= Additional progress of the market-mix with stronger replacement sales

*  Market share gains of the Group’s flag brands, particularly the Michelin and BF Goodrich brands in North
America, Asia and Europe.
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Truck: robust growth and stable operating margin at high level of 13%

Truck benefited from high capacity utilization rates at Michelin facilities and from timely price increases passed in
anticipation of raw materials appreciation in all tire markets. Sales volumes slowed down in the second half of
2004 + 3.9% compared with an exceptional + 9.1% in the first half.

The higher than expected surge in demand, especially in North America, created supply shortages, in particular in
some sizes on the replacement market.

Other activities turn profitable for the first time since 2000

This segment’s turnaround reflects the EUR 62 million euros improvement in operating income compared to 2003.
This remarkable achievement can be attributed to broad-based efficiency gains, strict cost management and
rigorous pricing enforcement, despite the severe impact of further deterioration in raw materials consumption costs.
Results of specialty tire businesses have benefited from the positive effects of the restructuring initiatives and of
supportive markets.

Controlled distribution activities in Europe have shown significant progress in profitability compared to 2003, taking
into consideration the full integration of Viborg.

Though still loss-making, the wheel business, in the process of being transferred to German company Mefro,
continued to restore its profitability driven by restructuring initiatives.

Impact of transition to IFRS standards'’

On January 20, 2005, Michelin presented the main impacts to date on the Group’s accounts which can be
summarized as follows:

= |FRS 1 impact on treatment of actuarial gains and losses in employee benefits governed by IAS 19 was
announced already in February 2004 and data indications published in the 2003 Annual Report. Application of
this standard will translate into a EUR 1.2 billion negative impact, net of deferred tax, and charged directly to
equity on the opening balance sheet;

* Sales related to promotional campaigns and proceeds from non-sales activities will have to be deducted from
Group sales;

*  Michelin has opted for the separate identification of non-recurring items with operating income stated before
and after non-recurring items. In order to make for a smooth transition for investors, Michelin, in 2005, and on
an exceptional basis, will publish a pro-forma “résultat d'exploitation.”

" The press release and Michelin’s Guide to IFRS transition can be downloaded from www . michelin.com, in the
Corporate/ Finance section
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For pure information purposes, the table below shows the main impacts. These should however not be
extrapolated beyond the stated periods of reference:

{EUR million) _French GAAP. IFRS

.In_cqme,‘statement December 31, 2004

Sales ' 15689 15.048

Operating income (French GAAP résultat d’exploitation) 1,299 -
Operating margin (« Marge d'exploitation ») 8.3% -
Operating income before non recurring items {IFRS) - 1,303
Operating margin before non recurring items (IFRS) - 8.65%
Operating income 1,239
Net earnings 527 654
- Balance sheet December 31, 2004 e CoEAEe T
Shareholders' equity ' 4,677 3,546
Net financial debt 3,224 3,295
Gearing 69% 93%
- Cash Flow statement ' DR e
Operating cash flow 1,337 1,340
Cash and cash equivalents 1,655 1,655

New reporting segments
Effective since January 1, 2005, Michelin has chosen to improve the presentation of its segment information and
match it more closely to its industrial and commercial organization:

= With a view to project a more consistent picture of its value chain, tire distribution operations will henceforth be
grouped with the corresponding product lines;

»  Moreover, a «specialty businesses» reporting segment has been created, covering other operations: Specialty
tires, Wheels, Publications, ViaMichelin and Michelin Lifestyle.

The reporting segments are as follows:
* Reporting Segment SR1: Passenger Car and Light Truck activities + related distribution activities
* Reporting Segment SR2: Truck activities + related distribution activities

* Reporting Segment SR3: Earthmover, Agricultural, 2 Wheels and Aircraft tires + Maps and Guides + ViaMichelin
+ Michelin Lifestyle + Wheels (in a process to be sold)
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Pro forma financial performance for 2004 are as follows
Under [FRS Standards:

Operating income Operating margin

%‘gf" euros Net sales (IFRS, before gfozg (IFRS, before
non recurring) non recurring)

SR1 . 8,293 768 58.9% 9.3%

SR2 4,899 500 383% 10.2%

SR3 1,892 35 26% 1.8%

Inter sector eliminations (36) )

Total 15,048 1,303 100% ‘ 8.65%

Under French GAAP:

Million euros Net sales Operating income % of : Operating margin

2004 (French GAAP) Group {French GAAP)

SR1 ‘ 8,292 757 58.3% 9.1%

SR2 4,899 505 38.8% 10.3%

SR3 2,666 38 2.9% 1.4%

Inter sector eliminations (169)

Total 15,689 1,299 100% / 8.3%

2005 Outlook

Michelin expects mature markets to grow in line with their annual long term trends (i.e. +2% 10 +3%) and to
continue to enrich their product mix. The dynamism of emerging markets such as China, Eastern Europe and South
America will show stronger momentum, with growth rates ranging between +8% and +10%.

It is worth stressing that, compared with an exceptional first semester in 2004, the first half of 2005 will be less
robust.

After an 11% increase in raw material procurement costs in 2004, Michelin estimates that 2005 will post an even
higher hike: +13% at constant exchange rate. In spite of this factor on the environment, Michelin expects to reach
a level of result at least as good as in 2004,
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COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN - Corporate accounts

The Financial Statements of the Compagnie Générale des Etablissements Michelin (CGEM) for the 2004 fiscal year
show a profit of 285 million euros.

They have been presented to the Supervisory Board.

The partners will convene a General Shareholders’ Meeting on Friday, May 20, 2005 at 9.00 am in Clermont-
Ferrand.

In order to reflect the profitability improvements achieved by the Group, and with a view to raise the pay-out ratio,
after the pause in 2003, as well as to take into account the end of the tax credit, the partners will submit for the
approval of its shareholders a 35% increase of the dividend at 1.25 euro per share.

* %k

COMPAGNIE FINANCIERE MICHELIN - Consolidated accounts

In 2004, Compagnie Financiére Michelin (CFM) net sales amounted to 15.9 billion euros, up 2% compared to 15.6

billion euros in 2003. At 1,222 million euros, operating income was up 10.9%. Net income amounts to 499 million
euros.

As CFM and Compagnie Générale des Etablissements Michelin have almost an identical scope of sales, the
qualitative comments equally apply to CFM.

* % %

A more detailed report on the 2004 accounts is available upon written request to our Investors Relations
Department, or on the internet at the following address www.michelin.com, or by calling this Toll Free Number
0 800 000 222.

The First quarter 2005 sales will be released on April 26, 2005, after the close of Euronext Paris.

For those wishing to obtain more information on tire markets and on Michelin, a Fact-book is available on
www.michelin.com/corporate/investorrelations/fr/fact_book.jsp or in the form of a CD-ROM (from March 15, 2005)
upon request to our Investor Relations Department

* %k %

Contacts

Investor Relations Press ,

Eric Le Corre; +33(0) 145661004 Fabienne de Brébisson: + 33 (0) 1.45.66.10.72
+33(0)473327792 + 33 (0)6.08.86.18.15

Eric le-corre@fr.michelin.com fabienne.debrebisson@fr.michelin.com

Antonin Beurrier +33(0) 1 4566 11 07
+33(0) 4 733224 53

Antonin.beurrier@fr.michelin.com

Individual shareholders

Jacques Hollaender: +33 (0)473 32 18 02 Anne-Marie Vigier-Perret: + 33 (0) 4 73 98 59 08
+33(0) 14566 16 15

. i , Anne-marie vigier-perret@fr.michelin.com
Jacques-Philippe.hollaender@fr.michelin.com
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CONSOLIDATED INCOME STATEMENT, DECEMBER 31, 2004

(n EUR thousand) 2004 2003
OPERATING REVENUE 7716,296/266. 15,974,649
Net sales . .15688,781 15,369,820
Reversals of allowances . 98,872 28,208
Other operating revenue e ' 510,613 576,621
OPERATING EXPENSES i v(14,99‘7,139)2 (14,831,577)
Purchases used in production e ,_;5',561,206" 5,372,669
Payroll costs . 4,871,,909 4,996,925
Other operating expenses W 3445627 3,360,310
Taxes other than on income : 237,865 244,355
Depreciation and amortization . 797,586 818,526
Charges to allowances and provisions AT 82,946 38,792
OPERATING INCOME : 1,299,127 1,143,072
NET INTEREST EXPENSE C(213.217) (224,887)
OPERATING INCOME FROM ORDINARY RS
ACTIVITIES : 1,085,910§ 918,185
NET NON-RECURRING INCOME AND EXPENSE TR (206,055) 18,679
INCOME TAXES ©(315798)  (261,435)
NET INCOME OF FULLY-CONSOLIDATED COMPANIES Faii 564,0575 675,429
INCOME (LOSSES) FROM COMPANIES e (" 310)§ (8.750)
ACCOUNTED FOR BY THE EQUITY METHOD SR ; ’
AMORTIZATION OF GOODWILL (35',58?4')‘? (337,817)
NET INCOME BEFORE MINORITY INTERESTS .= 527,1635 328,862
Net income B - '515,1'38% 317,532
Minority interests 12,025 11,330
Basic earnings per share (in euros) : 359, 2.23
2.23

Diluted earnings per share (in euros) RO 3.59
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CONSOLIDATED CASH FLOW STATEMENT, DECEMBER 31, 2004

(In EUR thousand) ; 2004 1 2003
CASH FLOWS FROM OPERATING ACTIVITIES .. ';
- Net income before minority interests :f;'ﬁ " 527,1632 328,862
Adjustments to reconcile net income before minority : R
interests to net cash provided by operating activities: . :
- Depreciation and amortization - 839,851 1,162,520
- Allowances, provisions and deferred taxes : (38,321)l (87,145)
- Net gains on disposals of assets 39,454* 8,371
- Other 1 (15,228), (5,240)
Cash flow . 1,352,919 1,407,368
- Change in inventories . (175,035), (43,059)
- Change in receivables v (9,4/8,4)': 14,081
- Change in payables . 59679 44420
- Other changes in working capital o 108,862‘ 119,342
Net change in working capital g (15,978) 134,784

Cash flows from operating activites ‘_a 1,336,941« 1,542,152
(CASH FLOWS FROM INVESTING ACTMITIES. =
_ Additions to property, plant and equipment and
intangible assets

U (1118.781)  (1,117,798)

- Additions to investments . (170,807} (305,199)

Total ©1.7(1,287,588)  (1,422,997)

e o o ol ropery lantanc e 10

- Proceeds from disposal of investments B 64,947 76,333

Total 1 156,905 176,919

Net investment for the period © - {1,130,683) (1,246,078)

impact of changes in Group structure o (11 ,839) 14,884

Net change in working capital S 31,916 (11,469)

Cash flows from investing activites o {1,110,606) (1,242,663)
(CAHS FLOWS FROM FINANCING ACTIVTIES : : :

Employee share ownership plan -0 20,739

Expenses related to the stock-for-stock offer ‘ 0 (645)

- Dividends paid to parent company shareholders b (133,312) (130,692)

- Other dividends paid & (51,994) (49,669)

Total . {185,306) (160,267)

Change in long and short-term debt 2+ (187,629) 513,936

Net change in working capital e 33,252 (46,811)

Net cash (used) provided by financing activities we (339,683), 306,858

Effect of exchange rate changes on cash and cash equivalents o (4,910) (41,759)

Change in cash and cash equivalents , (118,258) 564,588

Cash and cash equivalents at beginning of period b 1,773,656 1,209,068

Cash and cash equivalents at the period-end .7 1,655,398 1,773,656

Including - Cash 51,420,140 1,234,168

- Cash equivalents o 235,258 539,488
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© Quality growth

& Good resilience to continued external cost
inflation

O All businesses perform well, vigorous of the 3rd
segment

¢ Positive protitability in all regions, induding
new territories
Europe. luadursiip position strengthoned
North America: best opersiing performance
of the tive Industry o
Asie: oparating income up 25% ?4

e AN oy R

© 2004 Earnings : substantial
performance improvements

Jncome statement review

~ Substantial improvements in ali
segments performarce

- Sound balance sheet
- Smooth transition to IFRS
= Improved Segment Reporting
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. b 2004 2003
Nt Sales 55 6888 15 36%.8
Ex¢l. Eachisnys elfect and 31y ~ 14 8563.1

Seopi o Rl

Consolidated Mot Sales

%

Asa

+319 +2.9%
Exchinge #Hec A09.7 ~3.3%
Vaaie +354 4 +2.7%
3 i ik 44867 «3.2% :
s ; e SR .5 LA i
Pybiished Felirvary 2003 - e 30 y
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Operating margin 7.4%

Exch. rate - 0.1pt

Perimeter : -0.2pt

External cm‘ts inch raw materials :-3.1pt
Price Mix : +3.2pt

Produdtivity - + 1.ipt

14 »
RS e mdy A

Good control over fevers
tmpact on change of operating income  © Brand mix
cemparod 1o the provious period thichelin sl BFGoodrich brands
strang 2?‘:»% e worldwids
A © Product mix

Mt gaing in 2002 on sl valus-gdded
high-tach zontents se mnems

O Customer mix
CEAT balancs opiimizad
2 Strong prking policy
Aariss all geographies snd ol aglvittes
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©  Ton manufactured by employee {excluding distribution and plantations; :

o0t +4.4%

T

IR e

@ Poyroll as 8 % of net sales:

2003, 32.5%

w9

sed 311

i

©  SGRA down significantly in 2004
2003 23.9%

2ot 2218

#,
AT e g Ag Ay

2004 purchase costs
+ BB, '\, RSs3
PESE Wl w By

1 2003 « 63.5%: TSR 20

Of 24 puints epurEling margin points &t

conztent exchenge rale sxduding s
B
vatume effoct ATE0% US
+ T0%: Eur
2004 H2% US

#RB0% Eur

L EEH Ear

7

2000 Carbon Black Styrene Ditodiens Stevl
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15.688 15,370 +2.1%
1,299 1,143 +13.6%
8.3% 7.4%

-213 224

18
-261

-346
328

LTS e wanren vy o ae

A better way forward
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1.527 +0.9%
730 56.2% +10.1%
9.7% +0.8 pt

Operating margin up
0 Wichelin and 8F Goodrich bxands sales vp

{3y Lo
w Dby 4 %
£ Prite increases o!i.wz raw matmwi c!!ct!
& Goad OE/RT balancs managament
© Costcontrol, Supply Chain improvements
O Downwde
¢ O i iy raed Blarth Fororeiva
w B Privasio U

VLY

L5}

Ul A e iy Sn et

4,220 26.9%
548 42.2% +5.2%

13.0% -0.1pt

2 New and retread, Of and RY sales up

2 Good resilience to natusal rubber increases helped by internal
productivity measures and good sales price management

£ Michelin brand qains market shares in Replacement in Europe and
NA

& Downside: some Replacement opportunities missed owing 10 strong
OF demand

= 1
el
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o 00 O

43846 30.9% 0.3%

19.8% 1.5% +147%
D.4% +1.3pt

Positive operating income for the st time since 2000, and strongest
Group pperating margin improvement in 2004

Satistactory performance of Specialty tires

Distribution: en bonne voie. In Europe: reorganization plan and Viborg
integration complet
Wheeok

« flenrganization plan coeplyted ang 2004

¢ Tegenler projet under way

Viz Michelin: improved s

B s g s
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002 2003 2004
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in 2004 / 5 30% in 2003

3%

O Net Debt down Furl
0 Geanng improved: $4°%
© interest charge down: 5874

A better way forward
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Structurally high operating cash flow
EURY 353m in 2004, or 8.6% of sales

Foteor Qo g

- R e R

)
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[
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Migration to IFRS on P&L:

1 = Mo dofinition of Het sales

2~ Mew measurement niles

g eeversal of amortization of actuarnial losses & athers)

% o Mew industors

« Franch GALF Operating and Exceptionns? results dissppune
- Niaw definition of Operating Redult

Operating Result before non recurring items, stated sefore
srizsly dafined and clearly idontificd non rocurring items

Operating Result after non recurring items

5045 Hegative etfest on rotales
-EUR G40 but postive impatt on
operating margin

@ 2 - Abnolute value: BURT, 299m
I

g ana  Slightly positive effect
Absclune velue, BURT 305N

537 654 Poritive oifec
£5% 939 Megative sffezt
226 284 Plewtial

*.
TR e come map e e
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O Michelin’s Operating Income stands at almost identical
values under IFRS and French Gaap

IERS 2004 - EURT,303m (before non recurring;
French Gaap 2004 Fur1 289m
O Operating margin before non-recurring items is slightly
above operating margin {marge d'exploitation French GAAP):
IFRS 2004: 8.65%/ French Gaep: 8,3%
IFRS 2003 : 7.67% /Franch Gaap: 7.4%

Bkt
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O Michelin improves its segment reporting, projecting an
integrated view of the value chain

© Product line and Distribution synergies are a powerful
profit growth lever

© The new, more acturate segment reporting structure
mirrors Michelin’s confidence in driving progress across
the board

Net Sales in EUR m
French GAAP 2004 picture

Passenger Car
Light Truck Truck
7,527 4,220
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Net sales in EURm, 2004 French GAAP picture
After allocation of Passenger Car and Truck distribution

RS1
RS2

PCLT = 7,527 Trucks 4,278
Distrib=745 Distrib=574

RS3

Sales: 8 267 Sales: 4 848  Sales: 7,686

Net sales in EURm, IFRS 2004 picture
After allovation of PCLT snd Truck distribution
Alter elimination of Net Sales of 641 EURm, FRSIAS 1B
RS1

RS2

PCLT Truck
Distribution  Distribution

litra wnten °F

L

{,

e

Sales: 8,283 Sales:4 3ud

I

21



Consolidated Earnings Guide 2004

March 2005

PCALT
Eur 7, %8 02

TRUCK

MatEs At
ihalrs aadior

iy




Consolidated Earnings Guide 2004 March 2005

$8,9% 9.3%
500 38,3% 10,2%
35 2.6% 1,8%
1,303 100% 8,65%
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Tire markets in line with their long-term growth trend

+3% »16% +158%
+35% R‘f +2% + 565

irst fupld 20095 1o be dzss supportive than Hrst batl 2004

© Unit purchase effect {constant exchange rate)

+13% versus +11% in 2004

Main changes in monomers, elastomers, steel
Natural ruber stable at high level

O Expected impact on Operating Result :
f- EUR GO0 M
higher than 2004

&

i
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‘w S BRITE A F RGBT

iy 2005, the eperating environment vall be tougher thae in 3004,

. but, given Michelin's
¢ proven strengths
< PIOYress momentum

“and further price increases
we 1a operating results at least as good as in

25
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13t Scope  Raw material

pridurtivity  Pricemix QP 2004
fincd, Orther ¢asts rise)

EURM

For the next decade...

© We have entered a world of expensive resources
« Pragressve stabliization of raw matedials at 2 hugh level, 200867
« High raw material prices ralse value of technology
« Energy savings: s global must

© More than ever, mobility markets are promising
and rising
» Tochnoloyy in demand
 Papinding transpon roguirements in
emeging scanomies .
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O Above market growth in all targeted segments

© Balanced geographical presends betwesn mature
narkets and emerging economies
© improved sconomic performance

e mnb vl eporsting margin
G SOT-rRLureing 1amst

*

Highwee Boturn on Caglted Emuiioyed

« Anourring positive Froo Cash Hlow, wiile nvosting In Indusinel
future sl revnarch

e FEETEabebabin

.
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Comments on the consolidated
financial statements

Consolidated Statement of Income
(in EUR thousand)

2004 2003
OPERATING REVENIIE 165,296,766 (5,974 549
Met sates 15688781 15.369.820
Reversals of allowances 56,872 28,208
Other opeiating revenue SHLEYE 576,671
CPERATING EXPENSES {34,997,139) (14,835,577
Purthases used in production i 8,561,206 5.372.669
Payrol costs : 4,871,500 4,996,525
Other operating expenses 3,445627 3,380,310
Taxes other than on incoms ; 237,865 244,355
Cepredation and amanization , 797,588 838,526
Charges 1o allpwances and provisions : 82,946 8792
QFERATING INCOME % 1,259,127 13143072
NET INTEREST EXPENSE : {213,207} {224.887)
QPERATING INCOME FAOM QROIARY ACTIVITIES 1,085,810 938,185
NET HON-BECURRING INCOME AND TXPENSE o LA05,05%) 184879
INCOME TAXES 315798 1263.435)
NET INCOME OF FULLY COMNSOLIDATED COMPANIES 564,057 675,429
INCOME ILOSSES) FROM COMPANIES c,
¥ t 1 5
ACCOUNTED FOR 8Y THE EQUITY METHOD .310) 8,750}
AMORTIZATION OF GOODWILL {35,584 (3317.317)
MET INCOME REFORE MINORITY INTERESTS LR 428,862
Mpl miome S 575338 337,532
Minority intergsts 12,045 $1.330
B oG earmings per sharg n euris) : 258 2.23
Diluzed earnings per share fin euros) o 3.59 2.23

29
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2004 Tire markets

World tire markets represent 80 billion dollars*. Geographically balanced between Europe,
North America and Asia, this market is less cyclical than the automotive industry for it is
first and foremost a replacement markets: 71% volume wise and 75% value wise

World tire market in tons World tire market breakdown
by type of products

. Aircraft
Agricultural g6 o,
Two 3.4 %
wheels
5.9 %

Earthmover

- 6.7 % Passenger Car
ANn;)g‘?ca & Light Truck
51%
29 %

Source: LMC 2004 and Michelin estimates

Source: Michelin estimates

World tire Market by tire manufacturer

. Local players
19 %

Bridgestone
18 %

Source: Tire Business - sept. 2004

A more detailed description of tire markets and Group Michelin competitive positioning can
be found in the Michelin 2005 Fact Book which can be downloaded on our website.
www.michelin.com/corparate/front/templates/affich jsp?codeRubrique = 48&lang =EN

Tire markets post solid long term growth prospects. People and goods mobility is intimately
linked to social and economic development. The world vehicle park is expected to double
sizes by 2030: From today’s 800 million vehicles to 1.6 billion vehicles. Over the same period
of time, the average car mileage should increase by 80% and road freight triple.

30
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2004 Markets posted significant contrast.

World tire markets grew moderately although they were significantly contrasted throu-
ghout the year and between geographies.

After an exceptionally strong first half of the year, replacement markets in Europe and
North America reverted to their long-term trends, in line with Michelin’s forecasts for the
year. Sluggish Passenger Car Original Equipment markets contrasted with buoyant Truck,
Earthmover and Agricultural OFE markets. Emerging markets in Asia, South America and
Eastern Europe experienced double-digit growth.

b
250 15 '
12001
200 002 g
F7m 2003 il
150 732004 i
5 i
100 1
50 Ldl M H gl 0o . i H Judl o
Europe Europe North Europe Europe North Nort|
RT OE America America RT OE America America
RT OE RT OE
Passenger Car / Light Truck tires Truck tires
{in million of units) (in million of units)

Replacement markets

As expected by Michelin, the second half of 2004 experienced a marked slow down in
Passenger Car and Light Truck (PCLT) and Truck replacement markets, which globally ten-
ded to converge back towards their long-term growth trends for the full year:

Replacement markets |H1 2004 7-H1 2003 | H2 2004 / H2 2003 | Full Year 2004 / 03
PCLT Europe +6.2% +0.6% +3.3%
PCLT North America +5.4% -1.7% +1.6%
Truck Europe +2.8% -3.5% -0.5%
Truck North America +5.7% +2.1% +3.8%

Michelin estimates that replacement markets in mature economies tend to grow at a 2% - 3%
annual rate, both in Passenger Car and in Truck.

e LS o RS ATt e e - e o i
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Passenger car and light truck (PCLT)
. 7. | Replacement:market Replacement Replacement
Pass.-Car/Light Track 1™ § months ‘market Q4 2004 market FY04
Europe +4.9% -1.7% +3.3%
North America +1.8% +1.0% +1.6%
Other regions + + +

PCLT replacement markets saw a correction in their growth trend in the second half of the
year in Europe and in North America, with a negative and almost flat fourth quarter respec-
tively. In Europe, the annual growth rate matched the long-term trend estimated at +3%,
while in North America, the annual growth rate was below the average long-term trend.

In both Western and Eastern Europe, the relative decline of the mass market (S & T load /
speed index: - 4.6% compared with 2003) contrasted with the growth observed in the high
performance segment (VZ: +10.6%) and winter (+7.1%).

In North America, market qualitative growth was also recorded, with mass market tires down
-496, Performance VZ -- 13.3% and SUV Recreational up + 11.3%.

Eastern Europzan maricets posted a 6% growth, including +24% in high performance and
+11% in SUv

Truck

Truck s eplace i}{gng_rnarket |+ Replacement Replacement
: ENTE Y months market Q4 2004 market FY04
Europe +0.6% -3.6% -0.5%
North America +4.1% +2.7% +3.8%
Other regions + + +

European Truck tire replacement markets, after a strong first half, stabilized in Q3 before
dropping significantly (-3.6% compared to Q4 2003). Year on year, they were -0.5% below
2003. Slowing econornies, increased fuel prices and cash constraints of smaller transportation
companies: all contributed to this slowdown. Retread market remained flat in 2004.

In North America, Truck tire replacement markets benefited from positive economic funda-
mentals and achieved +3.8% growth in 2004 (Q4 +2.7%):

In the United States, strong road freight growth (+6.19 in 2004 according to the American
Trucking Association) pur pressure on transport capacities; in addition, tire price increase
announcements and Federal tax increases probably prompted anticipated purchases in Q4.
In Canada, the replacement market increased +7.2% versus relatively low 2003 figures, in a
positive economic environment marked by strong commeodity demand.

The dynamism of the Mexican economy was the primary reason for the 9.5% Truck Tire
Replacement market growth in the country.

The retread market was up 3% in the Region.

Emerging markets

In China, the total replacement market (bias + radial) continued to grow at a fast pace, pos-
ting healthy growth. The radial replacement market enjoyed stronger growth than the global
market.

Most South American Replacement markets experienced a double-digit increase, in line with
economic recovery in Brazil, Argentina and Chile.

Eastern European Replacement Markets confirmed their mix enrichment, again with double-
digit growth of radial volumes, consistent with upgrading of the truck fleets in the region.
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Original equipment tire markets
Passenger car and L|ght truck
,L h frucl |- 110472004 12-month
Pass Car 1g " Ck o -OE market . OE market
Europe TT% +0.3% +0.9%
North America -0.4% -0.6% -0.5%

A STRONG
IMPACT OF PRICE MIX
(3.2%) AND VOLUME
(2.7%) & ASTILL
NEGATIVE {-3.3%)
IMPACT OF
EXCHANGE RATES

Passenger Car/ Light Truck OF tire markets remained sluggish in Europe and North
America. The key development of the year 2004 was lower OE market growth in China,
reaching only +15%, when almost twice that growth was expected by most players.

From a qualitative point of view, OE markets confirmed their structural mix enrichment
with further innovative solutions and larger seat diameters.

Truck

Teuck.  months 2004 Q42004 12-month
Radial Power Umts Lo _ OE.market OE market
Europe +13.4% +19.4% +15.0%
North America +36.3% +31.9% +35.1% -

The European OE Market (power units) posted + 15% growth: the main driver of growth
corresponded to exports to the Middle-East and Asia (China, Korea), where European truck
manufacturers have opened new facilities. The need to renew fleets, combined with the
planned introduction of Euro 4 and 5 regulations @ also fueled market growth.

The trailer market was up + 10% in 2004 compared to last year, of which +12% in Western
Europe and +3% in Eastern Europe.

The North American OE market ended 2004 with the largest ever unit increase: +35%.
The surge in demand caused substantial supply issues for tire manufacturers as well as

other suppliers. Fleet renewal cycles after 3 years of consolidation and exports to Asia were
strong drivers. Record orders of trailers also fueled this growth.

(2) The Euro4 and 3 standards due to enter into force in October 2005 for new vehicles and October 2006 for
all industrial vehicles, aim at limiting carbon monoxide emissions. In Germany, non Euro 4-compliant trucks
will be fined through the new toll-collect system.

Net sales

In EUR million T 2004 2003 | % Variation _
Consolidated net sales:: ~+15;689 15,370 2,1%
Excludmg exchangc rates B +14 868.0 '5.5%

In this context, Michelin net sales posted moderate volume growth (+2.7%), and were
strongly impacted by the U.S. dollar depreciating further versus the euro (-9% in 2004).

At constant scope of consolidaton and exchange rates, net sales were up 5.9% at EUR
15,689 million. However, Michelin's moderate sales volume actually hides significant
improvement in the quality of its sales breakdown whether, through strengthened
Michelin and BFG brands market shares or through numerous successes registered on tar-
geted segments such as top of the range or winter, or through further progress in truck and
specialty tires, quality translated into improved profitability.




Consolidated Earnings Guide 2004

March 2005

{3) Eurofit is jointly
conwrolled by Michelin
and Continental AG

Analysis of impact on sales

2004 +3.3% +3.2 %
2003
+2.1 %

33 %

.3 %

Total Currencies Volume Price/Mix Scope

The main drivers of net sales change were:

* A negative (-3.3%) exchange rates impact: mostly related to the appreciation of the euro,
in particular versus the U.S. dollar {(+9%).

+ A positive (+2.7%) impact generated by higher sales volumes.

* A positive (+3.2%) price / mix effect. calculated at constant exchange rates. This reflec-
ted significant overall mix improvements and price increases passed across all regions.

+ A negative (-0.4%) impact from the scope of activity and consolidation : jointly controlled
operations in Eurofit? (fitted assemblies) that had been fully consolidated so far were
accounted for using the equity method, in preparation for [FRS standards.

Conversely, 12-month Viborg operations were consolidated compared to 9 months in 2003.
Preparing for the introduction of its new segment reporting which was introduced on
January, st 2005, Michelin split former Viborg activities between actual distribution and
retread manufacturing. Therefore despite Viborg integration into Euromaster and the fact
that former Viborg legal entities no longer exists, Michelin had to recompute more finally
Viborg effects. This lead Group Michelin to restate the various effects impacting net sales
since January 1st, 2004.

Quarter-on-quarter changes

Changes in net sales (in EUR million) compared with 2003

in FUR milfion verus 2003

i1t AN AG2 342 203 R A4 fts L]
O U0 | 2004 004 200N o040 | 2004 o
% 2003 Q13003 Q2 2003 QI 20031G3 2007 QI I003104 2003 G4 2002
Lo fin %) Ao ME fin %l L Gn NG n % | o MG Ln 9%

Total :hahé# ’

Luriendies

Sales salumes

Prine/fdia

Change in Group itrugiure

3285 +B9% | +42.0 +11% | (195.8) -2.6%

2% ] -3230 S32% 1 .34 2%

34 ‘ better way forward
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(4) Change in sales reporting policy

In light of the competitive environment, Michelin adopted on
January st 2004 a new presentation for its sales reporting.

The Group believes thal it is in the best interest of its shareholders
to be consistent with industry-wide reporting standards.
Accordingly, Group sales variations compared to the markel are
expressed in qualitatve terms as follows:

Changes in sales by business segment

Net sales 04 (In EUR Million) 20042003
Group 15,6888 +»2. 9%
Pavsenger Sar/ Lighs Truck 7.523.3.0 0 0.9%
Teuth »4:229'6 , 45, 4%
Other Operations i 2 (0.3%
iteracqgmens elimingtions b % 11.0%}

Inter-segment eliminations, which primarily concern sales generated by the Group's dis-
tribution networks in Trucks and Passenger Cars-Light Trucks, are shown separately.

By business segments, tire markets and Michelin's sales volumes show the following trends:

Passenger Car / Light Truck®

Passenger Car and Light Truck net sales were up +0.9% (OE and Replacement)

Sales volumes were flat (-0.1%) for the full year 2004, with +1.8% for replacement and
—-4.7% for original equipmeri. Sales volumes were in line with the markets, except for ori-
ginal equipment in North America.

Passenger Car/ Total Replacement Replacement Original Original

Light Truck market Unit Market Equipment Equipment
sales Unit Sales Market

(in units sold)

Full year

2004/2003

Total - PUEEE 0% o ml Ty N/A o6 . 47% N/A

Europe = +3.3% e X

North America + 1.6% -- -0.5

Passenger Car/ Total Replacement Replacement Original QOriginal

Light Truck market Unit Market Equipment Equipment
sales Unit Sales Market

(in units sold)

Q4 2004 /

Q4 2003

Total " *¥ 3% : -3.3% N/A

Europe T = 7 T4 Y03

North America - + 1.0% - - -0.6

Other Regions A A N/A A N/A

In Europe, although Group replacement sales increased in
line with the market, Michelin outperformed market grow-
th in all targeted segments: high performance, SUV recrea-
tional, and winter. Michelin strengthened its positions in
Western and Eastern Europe, gaining market share with
Michelin, Kleber and BF Goodrich brands.

Significant growth in winter tire sales was achieved in
Germany, Eastern Europe and Nordic countries through:

Assumption of Michelin's
sales volumes
performance versus market

- confirmed product leadership {Alpin range ranked 3 stars
in ADAC {Allgemeiner Deutscher Automobile Club) for the

New presentation

A > 2.5%

++ 3rd year in a row, successful launch of the X Ice range...)

0.5%< A <2.5%

Market share gain
- improved supply chain operations

- 0.5%< A <05%

i+

In line with market

- 2.5%< A <-0.5%

- distribution operations, based on an ambitious European-
Market share loss

A <-2.5%

e wide marketing and sales plan.

A better way forward




Consolidated Earnings Guide 2004

March 2005

5 New tires

6 Western Europe

7 Power unit + Trailers sales
8 PO\‘»’ET unit market

9 New tires

Truck

Truck Net Sales were up + 6.4% (OE +Replacement)

Sales volumes at the end of December 2004 were up 3.9%. Michelin took advantage of favo-
rable replacement markets, gained replacement market shares and fulfilled all of its
contractual commitments to OEMs.

Total Replacement®  Replacement Original Original
Truck Market Equipment Equipment
Market
(in units sold)
12 months
to December 2004
Total C+3.9% N/A . - +b6.6% N/A
Europe Cosge T 15.0%0
North America + 3.8% - - + 35.1%
Total Replacement™  Replacement Original Original
Truck Market Equipment Equipment
Market
“(in units sold) -
Q4 2004/
Q4 2003
Total - SUBI0%E e e T % N/A -9.3%
Europe ' + 4+ -3.6% L .
North America ++ + 2.7% -- + 31.9%

In Europe

Michelin gained truck replacement market share in 2004 and the mix continued to impro-
ve especially in favor of Michelin-branded tire sales in Western Europe. and of high-tech
products (Anti-splash, 70 and 55 series...). Retread sales increased +3.8% in Western
Europe.

In Truck Original Equipment, Michelin carefully managed its supplies to fulfill all of its
contractual commitments to Truck OEMSs. Their unexpected additional needs were hand-
led within Michelin's capacities to supply the replacement market.

In North America

Michelin strengthened its positions in the replacement markets in the US, Canada and
Mexico, and captured new positions in large reference fleets; The Michelin X-One (inno-
vative extra large tire for tractor units on driving axles) made a real breakthrough in 2004
in the US.

In Original Equipment, exceptional 35%market growth led the Company to decide to meet
only a portion of demand growth in order to help satisfy the replacement market. These
pressures on its supply chain translated into large back orders in the replacement market.

A better way forward
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Other Businesses

The third reporting segment’s net sales were down -0.3%

This segment includes all other Michelin operations. The main reason for flat net sales was
Eurofit's deconsolidation impact on the scope of consolidation. The segment's drop in the
fourth quarter 2004 net sales was due to the fact that Viborg's sales in 2003 were consoli-
dated in one shot in the fourth quarter. The Specialty Tire Division, for its part, posted a +
8.3% sales volume increase.

'Other Tire operations

Earthmover markets experienced double-digit growth in Original equipment and strong
demand in replacement markets, although more subdued in Europe. Michelin beat histo-
rical output records in 2004. This, however, was insufficient to match the demand in
Surface mining, Original equipment, and Growth segment (construction, harbor. quarries
etc.). Lack of supply was an industry-wide issue. Net sales increased significantly, in spite
of adverse exchange rate variations. Most supply agreements were renewed in 2004 for
2005 with major world OEMs and mining industries vith increased prices to cover exter-
nal inflationary costs (raw material among others).

Agricultural OE market dynamics were stronger than expected in 2004 both in North
America and in Europe. This benefited Michelin sales volumes, but also generated pressure
on its production capacities.

In the North American replacement market, the share of radial tires improved significant-
ly in relation to Michelin’s market share gains. Supply issues, however, prevented Michelin
from gaining additional positions in Europe.

In Two Wheels, it is worth mentioning motorbike replacement markets recorded healthy
growth rates, especially in the US (10%) and in Europe (3%), which allowed Michelin to
capitalize on its new Pilot Power product range for the sports segment,

In Aircraft, in spite of the recovery of commercial aviation and special orders for military air-
craft, the depreciation of the dollar against the euro weighed on Michelin's net sales in 2004.

Tire distribution networks

With respect to distribution, Euromaster’s re-focusing on its core business was completed.
The company exited the least profitable business segments, as part of the execution of its
recovery plan. Consequently, net sales were flat year on year. Viborg companies have now
been fully integrated.

In North America, TCI net sales were slightly down versus 2003,
Steel wheel

Lastly, the Steel Wheel manufacturing business reorganization proceeded more quickly
than planned. Net sales stood at EUR 276 million.

On February 16, 2005, the planned sale of this business to Mefro Group, the German spe-
cialist in this field, was made public. Mefro specializes in steel wheel manufacture and
sales, and combined Mefro and Michelin steel wheel] operation would rank as Europe's
number 1 player in this field.
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THE US DOLLAR
LOST 9% AGAINST
THE EURO.

Main currency changes

In 2004, the euro continued to strengthen against the Group's main billing currencies
except against the pound.

‘The most significant currency changes that hit the Group concerned the US dollar, which
depreciated 9% against the euro.

Currency Average g Average Change
{ EUR rate 2004 % rate 2003 (currency / EUR)
UsD/ EURO 080390 e i 0,88336 -9.0%
CAD/ EURO 61856, o 0,63199 -2.1%
MXN/ EURO 007123 008182 -12.9%
BRR/ EURO 0,27504 "~ 0,28805 -4.5%
GBP/ EURO 1,44484 +2.0%
IPY/ EURO -0, 000763 -2.5%
THB/ EURO ©0,01998 " 002130 -6.2%

Over the period 2000 - 2004, the Euro appreciated versus all main currencies for the last
4 years,

1,8
1.6 f——— GBP/EURD
1,4
1,2
T T T——
1 -
e USD/EURO
0,8 ——
S R i e
0.6 A e e,
CAD/EURO
| e
0,4 R BRR/EURO
0,2
1] T T

Average rate ‘ Average rate  Averagerate Average rate
2001 2002 2003 2004

Net sales by region

firsthalf 2604 Second-half 2004 2004
In EAIR HT1 OR7 063 in EUR H2 0303 in EUR o303
million change million change miilion change
7800 ~B.d% 2.961.8 {1.9%) 18,6808 22,1%
53 4% RS TR o mIna « 368

s &
LLIES

ANTREEY 54,4 #1085 800 &
faxe ot EREECA Al 1 2 SR8

As the dollar depreciated further versus the euro for the 3rd consecutive year, group
Michelin North American sales dropped from 35% of total net sales to 33%, when compa-
red with 2003.

4 better way forward
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Breakdown of sales
at December 31, 2004 2003 net sales breakdown

Rest of
the woridé

North America: United States, Canada and Mexico
Other: Asia, South and Central America. Africa and the Middle East

Payroll costs and number of employees

2004 2003 2002
Payroll costs [in EUR million) - 2,497 5,352
CRAraE COMEAEd wall nor Fead BB e 3%
Exciaring cuironny offer Lo alA%
suerage nurmbir ot prployees s Sully comwlntatng 126874 YEEITE SFRIR%

LeImparins

The average number of employees decreased from 127,210 to 126,474.

Payroll costs amounted to EUR 4,872 million compared to EUR 4,997 million, or a -2.5%
decrease. Excluding currency effects, payroll costs increased by 1.6%. This resulted from a
combination of the average percentage increase in salaries and the further decrease in
number of employees.

As a percentage of sales, payroll costs decreased at 31.2%
of net sales (compared to 32.5% in 2003 with cur-

rent exchange rates). Breakdown of payroll

by region
Excluding currency impact & the impact
of group structure changes, payroll South  Africa
8 P £ lg d pay i America 2%
Sts as =rcentage of sales droppe
costs as a percentage of sales droppec Asia 4% —
from 32.7% to 31.1%. 8%
. The breakdown of employees by North
region of the world can be described America
7% Weastern
as shown below: Europe
52%

Controlled i
distribution %
9% e
Eastern
Europe
8%
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Operating expenses

Purchases used in production

Purchases used in production include primarily:
» Raw materials used in finished tire production
» Non-Group finished products including the following:

- Non Group tires and products sold through our controlled distribution, i.ei.e., Euromaster
and TCI also sell non-Group products

- Some tires are manufactured on behalf of Michelin by other tire manufacturers {off-take)
+ Semi-finished products used in production

* Energy and spare parts

+ Changes in inventory

At EUR 5,561 million, this represented an increase in absolute terms of EUR 188 million
compared to 2003 (EUR 5,373m).

At constant exchange rates, the increase amounted to EUR 396 million (up+7.3%).

Purchases used in production breakdown is the following:

InEUR millioh” /"7 2008 % 2008 % Variation
Raw materials used in production -3,345  60% -3,091 55% +8.2%
Non-Group finished products -488 9% -453 9% +7.7%
Semi finished products and spare parts -1,740  31% -1,785 35% -2.5%
Change in inventory +36 0% 44 1% -45%

Total T s ot GsEL e 5,373 ~ +3.20%

As a percentage of sales, purchases used in production amounted to 35.4% compared to
34.9% for 2003.

- 2004 raw material price hike was offset to a lesser extent than in 2003 by the dollar depre-
ciation.

- Energy costs were further up as well

- The integration of Viborg into Euromaster 2003 accounts only included 8 months.
Financial year 2004 included a full year. Viborg, as other controlled distribution operations
sells non-Group products.

60% of purchases used in production were raw materials.

Raw materials consumption

At December 31, 2004 raw materials accounted for 21% of Michelin net sales compared to
20% in 2003 and 31% of cost of sales compared to 30% in 2003. (EUR 3,345 million in 2004
compared to EUR 3,091 million in 2003).

Raw material consumption costs were up + EUR 254 million (+8.2%) with:
*» The cost of raw materials per kg in euros up 2.8%
* The cost of raw materials per kg in dollars up +16.0%

On account of the Group’s procurement structure, and of the recording of prices on a
weighted average price basis, raw materials are only integrated in the cost of sales between
3 to 6 months after their acquisition.
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Raw material procurement

The following figures relate only to raw material procurement and not to cost of raw
materials consumed by Michelin in finished tire production.

Group raw material purchases in financial year 2004 were up +11.6% on 2003 excluding
exchange rate and volume impact. Aggregate Group raw material T
purchases rose EUR 356m year-on-year. Textile and

The charge compared to 2003 stems mainly from charges in stegl cords
unit prices.

The volume breakdown by raw material purchased was as
follows: ‘

Syntheti(
rubber
22 %

Raw material prices posted contrasted evolution:
*» Natural rubber was up +16%

+ Styrene was up +39%

* Butadiene was up +8,4% in EUROS / Kg

" PROCUREMENT "o = - =
T CONSUMPTICN 7 ..

Canxis
prrunitp
+2.8% G443

2003 2004 Procurement

per urit price:
+5.6% 04/03

farv GND) mame ave®) madd umdd (030 aeile Cerl sehdd oaw-l] 4P onve Dherd6 Mawe A0 menbh jondd juiBé seils sem. wetd newbs dicd
n " I “ " " oou

inUSD/Kg

“PROCUREMENT" L L L

T GONSUMPTION®

- s “2004/2003

-
s A P procurement
"""""" oo ‘\ 7 '\'.'/J" AN purchase variation

per unit +18.2% "

A
- “ » a v o
In EUROS / Kg

T PROCGUREMENT * __
CCONBUMPYION

2005

Procurement per unit arice
2005/2004 variation : +8.4%

Consumption por unit price
20303552004 variation : 7.6%
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OTHER
OPERATING
EXPENSES

Third-party service
providers, rentals,
maintenance and repair,
insurance premiums,
training expenses,
expenses for
advertisement and
communications,
transportation of goods,
travel expenses, bad
debts write-offs and
various general
administration
expenses.

To help better understand the impact of raw materials, the Group has elected to communi-
cate on raw material price evolution excluding volume impact and at constant exchange rate;

On this basis, raw material impact on the operating margin amournted to EUR 360 million
in 2004 (excluding the currency and volume factors) versus 2003.

Michelin believes that raw material prices should structurally remain at high levels in the
coming years and therefore gears its operations and procurement to meet this challenge.
One should factor in that most of the expected world GDP growth will originate from
emerging countries {which will therefore increasingly represent a strong volume base) as
well as the evolution towards more stringent environmental regulations. Consequently,
this need may induce to switch to different materials in the future. It is fair to assume that
tensions should remain when it comes to supply and demand.

For 2005, Michelin expects its raw material procurement costs to increase by another 13%
at constant exchange rate, that is an additional EUR 400 million.

Change in inventory

The seasonal nature of the tire business leads to inventory build up in the first half of the
year in anticipation of the winter tire season and the 2nd half peak in demand for truck
tires followed by destocking in the second half.

Compared to 2003, inventories posted a + EUR 89 million increase (+3.3%) and were up
+EUR 149 million excluding exchange rate effect.

Although year on year, Group net inventories increased from 18.0% to 18.2% of net sales,
this is purely the consequence of the surge in raw material prices. Excluding this factor,
Group inventory and supply chain management actually improved.

As a % of net - ~Decu31,58  Dec. 31, Dec. 31, Dec. 31, Dec. 31,
sales o112 0046 2003 2002 2001 2000
Net inventories s A 18.0% 18.3% 20.9% 23.2%

Other operating charges

{1 EUR million) 2003 Variation
OLher Qperglng ¢ xgenses R e 3,360 +2.5%
Excluthing cwrrency effects R 7 4. % Fa

Other operating expenses were up 2.5%, at EUR 3,446 million. As a percentage of sales,
they rose +0.3 point to 22.0% from 21.7% the previous year and were stable at 21.7% when
excluding exchange rate effects.

Tt is worth mentioning the following:
* The European end-of-life tire management regulation entered into force in France at the
start of 2004. The recycling costs are borne by Aliapur, a dedicated structure jointly control-

led by the 7 tire manufacturers operating in France. Aliapur then bills these costs to the tire
producers. Consequently, Michelin bears additional extra expense compared to 2003.

A better way forward
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* The outsourcing of IT both in Europe and North America had a positive effect on pay-roll
costs but impacted negatively the other expenses.

* Road and sea freight insurance premiums and energy costs continued to rise in 2004.

* A number of Group general expenses are "head office” expenses which are euro-deno-
minated and therefore benefit proportionately less from dollar depreciation.

Depreciation and amortization

{In EUR million) croonna 2003 Variation
Depreclion and amorlizalion : 798 . 819 2.6%;}
Excluding corvency efferts " {2.6%}

Excluding the effect of exchange rates, this item was down -2.6% compared to 2003.
In % of sales, depreciation and amortization represented 3.19% versus 5.3% for 2003.
Capital expenditure represented 7.1% of net sales compared with 7.3% in 2003.

Operating income

2004 .. 2003
=% of - 2004/2003 © EUR % of
‘sales v eiwe | mijllion sales
Like-for-like AR . . :
operating income | I'299/1°:40:8.3% < = #13.7% | 1 1431 7.4%

Operating income rose +13.7%

At EUR 1,299 million, operating income improved significantly and reached its highest
level ever. At current exchange rates, operating income rose +13.7% and was up +17.6%
at constant exchange rates.

At 8.3%, operating margin posted a visible improvement versus 2003: it was 0.9 point above
that of last year.

In 2004, Michelin was faced again with a very challenging environment:

* As was the case in 2003, the main negative factors were further increases in external
costs, raw materials in particular:

- These costed an extra - EUR 452 million.

- Of which -EUR 360 million due to raw materials (at constant exchange rate). That increa-
se represented 2.8 points of operating margin. Since 2000, the aggregate raw material price
hike costed Michelin EUR 750 million, which represents a 40% increase.

* Even though Michelin is relatively immune to exchange rate variations owing to its broad
presence worldwide and balanced geographical breakdown as between sales and produc-
tion, the appreciation of the euro versus the dollar had a slightly negative impact (EUR -38
million).

* The change in scope of consolidation in cennection with Eurofit had

a -EUR27 million negative impact. (Jointly controlled operations with Continental in
Eurofit (fitted assemblies) that had been fully consolidated so far were accounted for using
the equity method, in order to prepare for future IFRS standards.)




Consolidated Earnings Guide 2004 March 2005

These negative impacts were more than compensated by the volume and price mix
impact:

* Price mix improvement accelerated in 2004. This clearly illustrates the successful imple-
mentation of Michelin's focused growth strategy initiated several years ago and was com-
bined with Michelin's introduction of necessary price increases across the board.

» Simultaneously strict fixed cost control was maintained. Consequently, price/mix impro-
vement generated an additional EUR487m versus 2003. Since 2000 aggregate price/mix
improvements generated a positive EUR770m contribution to operating income.

* The volume impact had a positive impact of + EUR186 million.

To sum up, the different impacts on the operating result compared to 2003 were the following:

» Exchange rate: - EUR38 million 0.1%
* Scope of consolidation - EUR27 million -0.2%
» External costs™ - EUR452 million -3.1%
* Price mix EUR 487 million +3.2%
* Productivity EUR 186 million +1.1%
« Total EUR 156 million +0.9%

* including raw materials EUR 360 million

Factors contributing to changes
in operating margin

2003 Margin

Exchange rates -0.1 %

32 %

Price/mix effect on net sales

External costs*  =3.1 %

1.1 %

Productivity

Scope -0.2 %

2004 Margin

18.3 %

*including Raw materials - 2.8 %
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Operating income by business segment

Since 2000, Michelin has been reporting along three segments:
» Passenger car - Light Truck Tires

This business segment develops, produces and sells tires for passenger car and light truck
tires as well as for competition vehicles across the globe.

* Truck tires

The Truck tire segment develops, produces and sells on a worldwide scale tires for trucks
weighing over 6 tons.

» Other businesses

This segment groups together the remainder of the Group’s businesses: Specialty tires,

controlled distribution networks, maps & guides, ViaMichelin.

* As of January, Ist 2005, Michelin has elected to improve its segment reporting.

The Group has chosen to adjust the presentation of its segment information in order to

match it more closely to its industrial and commercial organization and project a more

consistent picture of its value chain. Tire distribution operations will henceforth be grou- .
ped - for segment reporting purposes - with the main production operations.

-Meanwhile, a " specialty business(es)" reporting segment has been created, covering other

operations: Specialty tires, Wheels, Maps and Guides, ViaMichelin and Michelin Lifestyle.

Analysis of operating income

All business segments contributed to the improvement of the Group operating margin:
It is worth stressing the improvement of "Other Businesses” which posted the strongest
margin growth since 2000: + 1.3 point compared to 2003.

Operating margin
Cperating incoms p,:“ m P
< % of aales)
2004 s '
20063 ) 2004 2003
2003
ixdlfong of .
) T 4 of total
PUTOE
Passenger Cars st 51.4% +19.9% 5.7% 2.5%
Light Touck
Truk 521 40.1% =5 2% ’ 13.8% 13.1%
¥ Bigingessss e 3.3 ~34E B 0.4% 0.9%;
Group total 1,143 e TUETG 83% 7.4%
45 - ‘ ' A better way forward
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This segment includes
other tire businesses
(for earthmovers,
agricultural machines,
bicycles and motor-
cycles and aircraft);
maps and guides and
ViaMichelin;
distribution businesses
and tire services
in both Europe
(Euromaster) and
North America
(Tire Centers LLC
(TCI); suspension
systems, whee! and
fitments,

Analysis of Operating Income in the Passenger Car / Light Truck Segment

At 9.7%, the operating margin was up 0.8 point compared to 2003. Even with flat net sales,
the operating result grew 10.19% at EUR 731 million compared with EUR 664 million in 2003.
Operating in an envircnment made up of contrasted tire rmarkets and further raw material
price increases, PCLT's good operational performance is a result of:

- Further improvement of the product mix (top of the range tires, winter tires, etc.) , brand -
mix (Michelin and BF Goodrich brand sales growth, other brand sales declined) and stronger
replacement sales. This improvement occurred in mature markets as well as emerging ones.
- Firm pricing policy, which helped offset raw material price increases;

- Further progress in operational efficiency, in the West as well as in the East

Analysis of Operating Income in the Truck Segment

- Proportionally more prone to natural rubber and steel hikes, the truck segment was able
to anticipate external costs rise by a strict control of fixed costs and timely price increases
passed in all tire markets. Replacement markets remained supportive though markets
slowed down in the second half. OF markets both in Europe and in North America
remained buoyant. Good successes and significant progress were registered both in
Europe and in North America in replacement and in reiread. However, higher than
expected surge in OFE demand, especially in North America. created some unbalance
between OE and replacement. Dogged by some capacity constraints, Michelin was not
able to seize certain market opportunities. In this environment, the truck business was
however able to maintain a high profitability level and grew significantly. At 13.0%, ope-
rating margin was stable compared to 2003 and the operating result evolved positively
with a +5.2% progression at EUR 548 million.

Analysis of operating income from Other Businesses

Year on year, other businesses operating income improved significantly. It turned in a
EUR20 million profit in 2004 against a -EUR42 million loss in 2003. Operating margin
improved 1.3 point, to +0.4%. These achievements indeed show the turnaround in all of
the businesses that make up this segment. Although still in the red, controlled distribution
operations post a clear improvement: better intrinsic performance with positive develop-
ments at Buromaster where Viborg is now fully integrated; closer strategic and operational
ties with both PCLT and truck tire businesses, in Europe as well as in North America.
Specialty Tires’ operating income post significant improvement. This clearly derives from
vigorous actions taken in earthmover tires: strict cost control and firm pricing enforcement
in a still very challenging currency and raw material environment.

Successes in top-of-the range agricultural as well as in motor bike tires were all contributors.
In other businesses, it is worth noting ViaMichelin net sales growth.

Wheel business

The restructuring of the activity implemented over the past few years allowed the wheel
business to register significant improvement.

The planned transfer to the German family-owned Mefro was made public mid February
2005. It offers this century-old business an opportunity to grow further as part of a group
which, thanks to this acquisition, would become a clear leader in its field in Europe.

9

e
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Operating Income by Reporting Segment
%13,0 %

i B 2002 .
2003 7.8 % 8,3 %
[] 2004

05% .09%

Passenger Truck Other Group
Car /Light Truck businesses

For information purposes, the operating cesult and operating margin in French GAAP of
the new segment reporting is as follows:

CHREAY
ik

Chtipratitey revalt

Segment reporting 1 (SR1) .~ (SR1) : passenger car and light truck

activities + related activities
(SR2) : Truck activities + related activites
(SR3) : Earthmover, agriculture, two wheel,
aircraft tires, maps and guides,
ViaMichelin, Michelin Lifestyle,
Wheels

Segment reporting 2 (SR2)
Segment reporting 3 (SR3)

[UR toow ] et

Operating income by function

{in EUR million} el sales 2003 % of sales
Net salos L o 100% 15,370 100%
Coslol satus e B30% 10,558 B8.7%
Gross margin FAEOE T 4819 31.3%
Seiling. ganaral and 70 u228% 3868 22.9%
SZOminiSialive SXpeEnNses T NG

Qneraling income PRGN 1,943 7. 4%,
et income 82T 0 3 A% 329 2.1%

Selling, general and administrative costs as well as overheads include the distribution busi-
ness. All entries in connection with employee benefits were charged to operating income.
In % of sales, the cost of sales increased by 0.3 point. This increase can mainly be explai-
ned by the negative impact of raw materials (+EUR 254 million). Consequently, Gross
Margin, at 31% of net sales is slightly down when compared with 2003.

Although most of the costs are in Euro and the dollar depreciation had only a limited
impact. selling and administrative costs as well as overheads were down -2.7% compared
on 2003, thanks to strict cost containment.
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Research and development costs

Jin EUR milliony 7004 7003 2002 7001
RAR oovin R4 710 704 702
3% of sales ' w o 4:3% 4,5%, 4.4%
W A B ¥3.3% +B.8%,
Inpzeass | Deoragse in sales : i B 1250

In 2004, Michelin spent EUR 674 million in R&D, or 4.3% of net sales compared with 4.6%
in 2003. The 5.1 % decrease versus 2003 reflects impact of exchange rate variations as well
as natural changes from one period to the next as a result of project advancerment.

Michelin has one of the highest levels of R&D spending in the tire industry.

o
4.4% 4:5% ,/u

d —_— ]

Michelin Goodyear Bridgestone

T 2001 {12002 T2003 (02004

* Based on published accounts, 2004 Goodyear and Bridgestone data not yet available

Net interest income/expense

tn EUR miflion) 2004 2003 2502
FIRGEEY N B0 GRDERES TivER ‘ §212% {208
Laehangs gairs angd loss0s 443 ¥ 1515
AEHEaton arg red meoRerneols i slowances - 414 {11 125
Tota 29 12253 1260)

Net debt decreased EUR 217 million at EUR 3.223 million compared to EUR 3,440 million
at the end of 2003. The combined evolution of a positive currency impact and the decrea-

se in net debt explains a 5.2% decline in net interest expense.
The average debt cost was 5.9% in 2004 compared to 6.1% in 2003.

A better way forward
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Non-recurring items

{in EUR million} 2004 2003 2002
Met grng ! bosses on disposals of fmed assets U0 24 509
Restrusturing mogsures TR {192 axd
Polental ioss conderning the whaet actuity IR <)% ] ¢
Dler oon-recurrig Rems CIES: 182 23
Non-recurring items, not o A208Y 19 75

In 2004, the Group reported a non-recurring loss of EUR 206 million compared with a non-
recurring gain of EUR 18 million for 2003.

* Restructuring measures accounted for a non-recurring loss of EUR 65 million to EUR 193
million in 2003 including:

- A EUR 21.3 million provision for the progressive early retirement plan (PRP) intro-

duced in France in the first half.

+ A EUR108 million provision was booked to cover a potential loss on the planned sale of
Michelin's stake in the wheel busiriess.
* BUR 16 miliion transition cost further to the new Unien contract signed with USWA at
iIniroyal Goodrich's North American facilities.

Income tax

In EUR million ¥ 2004 2003 2002
Total tax Lo 316 262 382
Current tax ) - 275 144 246
Withholding tax G 23 18 22
Deferred tax 18 100 114
Effective tax rate - 37.50% 4430% | 38,40%

Income tax amounted to EUR 315.8 million against EUR 261.4 miilion in 2003,

The Group's average effective tax rate was 37.3% at December, 31 2004 compared to 44.3%
in 2003. In 2003, the high tax rate stemmed from the fact that most of Viborg goodwill was
mostly not tax deductible.

The 2004 improvement of the effective tax rate resulted from a better balance between
loss-making and profit-making operations compared to 2003, together with Michelin taking
advantage of R&D tax credit opportunities in France and Spain.
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Consolidated net income
and net earnings per share

—
123708

V213N HVL Mananan
Bk irsdotrws bridurss oliedty lareaty On VR wilhed 77 %r] VB
T inonstrey 315 515 2225
ot sornes oy shire [ Qures) LAY L 45 LN

A iubingd

ot Bertes npendeprerds

Fesis g il
Fressisngry Sheek famntie

.383.387.035
g,

Mbanm cancotsd dusng e gaar g

Consolidated net income amourited to EUR527 million, an increase of 60.3% versus 2003.
Net income Group share stands at EUR 515 million compared to EUR 317.5 million in 2003.
The main minority interests are in Thailand and China.

The sharp decline in net income at EUR329 million recorded in 2003 against EUR 615 million
in 2002 resulted from Michelin's decision to fully amortize in one shot Viborg EUR
306.5million goodwill.

Pensions and other
post-retirement benefits

Benefits

The notes to the consolidated financial statements at December 31, 2004 describe the
Group's benefit obligations, their amount, the valuation methods applied, their accounting
treatment and the annual cost.

Fully or partly funded plans

A number of schemes, for the most part in connection with retirement benefit obligations,
are fully or partly funded under local regulation or through Michelin voluntary action.
Minimum funding levels generally correspond to the discounted amount of future benefit
obligations arising from previously accrued rights by virtue in particular of the w the
United Kingdom. These obligations are recalculated each year by independent actuaries.

As at December 31, 2004, the situation of the relevant funds was as follows as compared
with local minimum regulatory contributions:

As of the mea- | Plan assets % of local Expected Actual return | Average break-
surement date | {in euro m) regulations | return on plan| on plan assets| down equities/
(December 31, minimum fun-| assets 2004 2004 fixed incomne
2004) ding regquire- and other (**)
ment*
USA 1727 95% 8,50% 10.0% b61%/39%
Canada 58] 107% 8,00% 9.9% 67%/33%
UK 1 441 107% 6,75% 9.8% 61%/39%
Other 216 104% 591% 6.6% 11%/89%
_Group wotal | - 3965 . 101%, 7.63%: 9.7% 59%/41%

ABO in United States, Minimum Funding Requirement in UK

Note: provisional unaudited Group internal assessments
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After a strong recovery in 2003, following 3 bear years, the financial markets posted more
moderate growth in 2004, but above the expected return of 7.6% used as the basis to assess
the pension costs for the year (see table above).

Note that in so far as local law gives Michelin some room for manoeuver in weighing on
investment fund policy, Michelin refrains altogether from placing any Group shares in the
managed funds.

With reference to funds invested with insurance companies as well as other alternative
investments, Michelin is not in possession of all information on the underlying assets. As
at 31.12.2004 Michelin has only recorded, via a collective investment fund in Canada, an
amount of CAD 154,289 in Group shares, that is an insignificant percentage of the global
portfolio.

Michelin makes regular contributions to the pension funds, and always does so in line with
local applicable regulations.

EUR million (at average exchange rate)
Contributions 2002 2003 2004
346.9 133.4 219.6

In 2004, an exceptional contribution was niade in the United States in an amount corres-
ponding to EUR 68 million. Note that in 2002, two such exceptional payments were made,
one in the United States, the other in Spain, in a total amount of EUR 220 million.

Unfunded obligations

As at December 31, 2004 the Group was not required to fund supplementary pension and
post-retirement benefit obligations by making payments to external funds. These obliga-
tions correspond to payments directly made by employers t© e;nployees on the vesting
date. They correspond to supplementary pension benefit commitments under German,
and [talian plans and certain Spanish plans, as well as payment of retiree leave benefits in
France and retiree healthcare costs in the US and Canada.

They account for most of the sums recognized in the balance sheet, under provisions for a
gross amount of € 2 278 million (Note 11).

Benefits paid under these plans in the last three years were as follows:

EUR million
Payments 2002 2003 2004
1950 186.9 164.1

e
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In light of the demographics of the personnel involved and of improved management of
health cost increases, through introduction in particular of a cap on reimbursements for
the American pension funds, and barring changes in local regulations, such payments
should grow by a few per cents each year quite regularly. Over three years they account
on average for 17% of the Group cash flow. Operating cash-flow is stated after deduction of
above mentioned contributions and payments

Impact of periodic pension costs on operating income

Excluding exceptional items, benefit charges are recognized under "Payroll costs" in opera-
ting expenses.

EUR million

Operating income

before impact of "benefits" 1565.8 1510.9 16456
Impact of "benefits" 340.6 367.8 346.5
Published operating income 1225.2 11431 1299.1

An analysis of note 13 shows that discounting costs {interest charges), that are not actual
cash paymen-s, account for the bulk of these charges.
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Comments on the consolidated
balance sheet

The consolidated financial statements have been prepared in accordance with generally
accepted French accounting principles, including standard CRC 99-02 published by Cornité
de la Réglementation Comptable dealing with consolidated financial staterments.

“Drc. 31, 2603 af Dot

{in EUR miltina} = o 39,2004 31, 2004 exchange Dee. 3, 2003
L : ot
gyl pREEs 4,584 § 432 R
CTERY Q55 4 5 5497 geing
Total pusars Ay 15,880 18187
Sharenaliars’ ooy 2502 ALFY 4380
Mironly irerass 15 2] #2
Provagioes T poitingeeuivg zod chmges 2588 L83 iuie
Lol sad oiber Gabiliies ‘ LA § Eag LERY
Tatat Habliiting and shargheldors oguity . AT 15 80¢ 15467

The balarice sheet was prepared on the hasis of year end exchange rates. The further appre-
ciation of the euro against the dollar generated a decline in several balance sheet items as
compared with December 31, 2003.

For instance, working capital was down 21 million euros compared to December 31, 2004.
This represents a -0.5% decrease.

A better way forward
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* ASEAN : Association of
South East Asian Natjons:

Free trade agreement bet-

ween Brunei. Cambodia,

Indonesia, Laos, Malaysia,

Thailand, Singapour,
Vietnam, and Myanmar.

Property, plant and equipment and intangible assets

{tn EUR millinn) Dee. 33, 2004 Geg. 31, 2003 Dec. 31, 2082
Propery, ply el and -
Property. plant 8 squipment 319 5925 5027 5.908
inipngible assets. net

£ RGO Lty It & Goonsnt g10 & 653 R

The increase originates in Michelin's strong capex over the past few years.

Fixed assets breakdown by business unit was the following

Fixed assets breakdown by business Fixed asset regional breakdown
unit was the following: was the following:

North
America
26 %

Capital expenditure

Additions to property, plant and equipment and intangible assets toraled € 1,111 million com-
pared to €1,243 milliori for the same period in 2003. Without the impact of the scope of conso-
lidation, investrment totaled €1,099 million. In 2004, Michelin's investment: policy remained sus-
tained and aimed at supporting its industrial policy and improving its industrial performance.
Beyond adapting its industrial plant to market changes, Michelin Group invested in both main-
tenance and productivity improvements of its European and North American facilities.

Capex were balanced between productivity investments {1/3), maintenance and adaptation
of capacities {1/3) and new capacities (1/3).

New capacity investments were mainly geared towards ermerging markets, which have signi-
ficant future potential growth,

The main capital expenditure projects related to capacity increase in Shenyang & Shanghai
(China), Thailand, Davydovo in Russia, Zalau (Romania).

Financial investment

In the course of 2004, Michelin Group conducted limited acquisitions of minority stakes in
other tire manufacturers for a total of EUR 65 million.

This chiefly involved:

+ Acquisition of 10% stake in Indonesian and ASEAN* No | tire manufacturer Gajah
Tunggal for a price of USD 25 million.

* Acquisition of a 14.9% stake in the Indian truck tire leader Apollo Tires for a price close
to USD 30 million. This was done in the wake of the joint venture set up with Apollo Tyres
in 2003 to manufacture radial truck tires for the Indian market.

A better way forward
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Working Capital Requirement

WCR was down EUR 21 million compared to December 31, 2004, This represents a -0.5%
decrease.

Changes compared to 2003 are summarized below

“Dec.31 Det.31,  Total  Curency  Move-
L2004 2603 variation elfect meant
L858 L 4 70% -1 {58 143

{in EUR million)

Wees 60y

Teade reoivalales ’ " 2.98% {54y [y %%
(Teade payables) Lo fRRans 0 11 8o 146 1% 81
Qpecating wearking capital g A80° 70 4,201 {21} (104) 83

At current exchange rates, Group working capital requirements represent 26.6% of net
sales compared with 26.9% in 2003 including:

r2004 20 3 Currency | Movement |
- Inventories 18.2% 18.0% L
Receivables 18.6% 19.094
Trade payables -10.2% -10.1%
Total 26.6% © 26.9% -0.7% +0.4%

The Eurofit change of consolidation (impact on working capital: EUR -11million) and euro
appreciation (€104 million impact on working capital) both had a positive impact and
account for the bulk of the improvement of working capital.

Conversely, sharp raw material increases had a negative impact on inventory.

Inventories

As 3% of not sales ' 5&}?:.1317 . Dec. 31, Dac. 31, Dec. 39, Dec. 31,

2004 2003 2002 2001 2000
718.2% " 18.0% 18.3% 20.9% 23.2%

Net inveontories

High raw material costs explained the increase both in nominal value {from EUR 2769 to
2859 million) and in % of sales (from 18% in 2003 to 18.2% in 2004). Consequently, exclu-
ding raw material price increases, finished product inventories demonstrate Michelin's
improved supply chain management.

At constant exchange rates, inventories rose from 17.6% a year ago to 18.2%
Inventories in % of sales

21% 2001 712002 2003 [12004
18% 18%18.2%

17% 17% 160, 16%
i

.

Michelin Goodvear Bridgestone
Based on published accounts. Financial Year 2004 data were not available for Goodyear and Bridgestone

e
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Trade receivables

200472009 Eachange Seope of Provisiond  Dec. 3y,

Dec. 31, 2004 i At Falsy Cosh eonkoldadion  amgntisation 003
& 7 EA e
2raareny : i P L {125 2653
Mol book walue - 2]‘?2‘6.233 S xeugﬂs) A 8484 j24.848) §0.803 27_‘2‘86,5!21

At EUR 2.920 million trade receivables were down EUR 64 million on 2003.
Eurofit change of consolidation impact represented ~-EUR 25 million.

At constant exchange rates, receivables decreased from 19.0% of net sales in 2003 to 18.6%
in 2004,

Receivable securitization programs are regular and traditional sources of finance. Since
2000, Michelin's securitization programs are fully consolidated in its balance sheet. As of
December 31. 2004 securitized receivables amounted to EUR 675m.

Shareholders’ equity

Shareholders’ equity including minority interests rose 6.0% compared to December 31,
2003. Excluding exchange rate variations, the increase would represent +7.5%.

Financial year 2004 dividends paid amounted to EUR185 million. This amount includes
dividend paid to CGEM shareholders (EUR133 million), dividend tax ("précompte mobilier”
for EUR 37 million}, and dividend paid to minority shareholders (EUR 15 million}. The net
equity increase amournted to EUR 268 million (+6.1%).

Changes in shareholders’ equity and minority interests (in millions of euros) are reflected
in the table below:

Lharaid, Trern At anenetl R G ensigas

EESLTE o ST

A2 Decrmber 272008
[T gt

ARD GRS

(880.301] - RG.083 { 4,936,098

ity SR 3R Sihnt

TEE o

DRI 2UN

Ky Decesvib ey 25, 2003

11,037,843 2N 7832

RGMre T R

RCRATE INEE RTINS IO O L

58365
TERON IR By ] STt £2230%
A Docrrder 35, 3004 TAREZIR. L BINARD T L032.438  {,062.687) 3,676,595
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Long and short-term debt

At EUR 3,223 million, Group net debt was down EUR -217 miltion (-6.3%) compared to
December 31, 2003 (EUR 3,440 million). Excluding the effect of changes in exchange rates
(-EUR 90m) and Group structure (-EUR 21m for Eurofit), the decrease was EUR -106 mil-
lion or -3.1%. The net debt decrease can be explained as follows:

Net debt as of December 31, 2003: EUR 3,440 million

* Operating cash flow (closing rate) EUR  -1,330 million

» Working capital change EUR +16 million
+» Capex EUR 1,099 million
* Dividend EUR 185 million
+ Exchange rate EUR -90 million
» Scope of consdlidation EUR -21 million
* Other EUR -76 million

Net debt as of December 31, 2004: EUR 3,223 million

As a matter of policy, the Group does not include in the "long-term debt" category any
contract providing for razio or "material adverse change” clauses with respect to its own fir.an-
cial situation ot "rating as that could affect its ability to mobilize loans or affect their term.
As at Decernber 31, 2004, none such clauses featured in any Group borrowings whatsoever.

At December 31, 2004, duration split of Group net finarcial debt was the following:

,:,.ﬁ,.,..*"?ota‘l;. i« 1 year 1t0 5 years > 5 years
Ar December 31, 2003 CUR0%. 5. 5% £4.1% 20.1%
Ay Decomber 33,2004 07 aa0B.0% 07~ R T L7.6% 31.6%

Given the level of cash and cash equivalents and in order to optimize its financial cost,
Michelin elected 1o pay down early some of its debt. Consequently, in 2004, Michelin
bought back and cancelled EUR50m of its 2009 bond issue. It also brought its long-term
undrawn, confirmed credit lines down to EUR1,577m versus EUR2854m a year ago.

The breakdown between debt in excess of 5 years and debt | to 5 years has been signifi-
cantly modified as the $1bn Milux bonds have moved from +5 years to 1 to 5 years (reim-
bursement 16 April 2009). Milux is a subsidiary of Compagnie financiére Michelin.

The average duration of debt decreased slightly from 6.0 years to 5.9 years.

The Group's net debt at December 31, 2004 breaks down as follows by maturity:

{1 EUR sillion} U oDer. 3, 2008 Dre. 31,2003 Doe. 31, 2002
Tobil B brdd ShCel-bae et r EE i g21d 537

Boatinn dun by e Unn ang vt 4 Bt 3550

Sreptine e 1y bsy (b e v 3874 149¢7
Logaid oty kL) 1209
Longtsern wradtaws, coateond Iney of G —_— - opim

] 8 2763

Gredd . : :

inglueirn) Suborinaes Cregt nes L, ) BAT a3
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Michelin's debt is mainly euro denomina-

Debt breakdown by currency nature
. ted. As most of the debt is European curren-

" Other

cy-deriominated, US$ depreciation had a
o c'ur{gr:/ciés marginal impact on interest expenses.

dollar zone
9 0,

Schedule of long-term net debt and undrawn credit lines

Undrawn credit lines and financial debt > 1 year
(in EUR million})

Debt Total > 1 year = EUR 2,874 milion
Undrawn credit lines total > 1 year = EUR 1,517 million )
B3 Financial debt > 1 year

1500 Cundrawn credit line
1000
500 -
N SO - E k
2006 2007 2008 2009 2010 2011 2012 2013-2033
Ratings

At December 31, 2004, Standard & Poor's and Moody’s ratings for the Group remained
unchanged on last year:

CGEM CFM MFPM
Short term Standard & Poor’s A2 A2 A2
Moody's P2 P2 P2
Long-term Standard & Poor's BBB+ * BBB + BBB+
Moody's BaaZ Baal Baal
QOutlook Standard & Poor's Negative Negative Negative
Moody's Stable Stable Stable

*Issuer rating

Net debt-to-equity ratio

The Group's net debt-to-equity ratio at December 31, 2004 stood at 0.69, down from 0.78 a
year ago.

The Group also monitors its Ebitda/Net debt ratio, which provides it with a dynamic view
of its debt. At December 31, 2004, EBITDA/Net debt ratio stood at 63.4% compared with
57.9% in 2003.

EBITDA/ net debt constantly improved for the last 3 years.

LD 31,2008 © Dec 39,2003 Dec. 39, 2002
oy debt da BUA mdllin) CR223 3453 2838
sharehotdon sauny (o BUR millicn peo o agEr 4,409 4,502
flo? ol Mo amnty (on ST RET 2,78 2,85
Empda 1)/ Mey debt rate C o R T 57 9% 57 E%

{7 ininding proviugr foversaly
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ichedin Group - In EUR thousand 2004 2003
CASH FLOWS F!?QM OP?ERA/ [ N’G A{:fierES

- Hat innme b@(@m Y 82T A6Y 326862
Al b woongils ﬂ‘l“ ey e &
Ytk mw intorsds fo mod cosh providad Dy apuraling @ ¥
. [wf,m«umaw ntd pealrbization HIHEE 167520
- Aflowances, prowsions and getened lazes {38,32% 187 145
- N gains on dsposals of 835088 : Ak 8374
- Cthew ¥ {45,228 15,240}
Cash How 1,352,919 3,407,268
- Change 1 inverislies PR AS M3
« Crange in ceceiabis 884y 34,585
- Chvanne i paveables 50 G674 a4 4%
- Orihen chianges b woiXing cagdag 08 467 130,342
Net changs in working capital {15578 134,784
Cash flows Trom operating activites 1,336,543 1,542,152
'CASH FLOWS FROM INVESTING A 5 ;
7 Adzilions 1o groperly, mant ans equipment and PP PR
Cimangiie assels o, AR shaX .17, 55}
- Agdgilions to invashnens g 175073 {305.19%:
Totat i 11,287,548) (1,422,997
. i*’:ﬁ;ﬁﬁais 1rm§ ;%spmgp:? pm’;na»ﬂ*g, glant arsl 91953 150 555
equganent and miangitie B5ER1s
- Proceods from Suposal of weshmanis B4 047 74,353
Tor 154,905 175,999
Net investmad for she poriod 11,130,683} {1.245,078)
Impact of changes in Group structure 14.,839) 14,884
Net change in working capital , 31.M% {11,459
Cash Nows from investing activites o 41,310,608} 11,242,663)
‘CANS FLOWS FROM FINANCING ACTIVTIES v : ‘
Erploges shals awnersiip dan 8 @15
Eepenses relatel 1 e urknr-Slonk i i ) {Bdby
~ radands paid i pareed companry shaseholders {383,332 {130,608
« Do anetiends paig {53 Do) 4% 609
Yol {185,306} {160,267}
Change in long and short-term dedt {157,629} 513,935_
Neat change in working capital 3,282 {45,811}
Neot cash {used] provided by tinancing activities {339,683 306,858
Efec) of ekclisngs el ohanoes On oash and cash et ‘ 9.510; 1,759}
Change in cash and cash equivalenty {148,258} 564,588
Cash and cash squivaisnts at beginning of petiod 4,773,656 1,205,068
Cash and cash equivalents at the period-end f@s&as& 1.773,656
nchuling - Lagh 48140 1,234,168
- Lot egpaenlenis sy 530,488
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At 8.6% of sales. Michelin's operating cash flow remains significantly above the industry
average. |

Operating cash flow factors in “pay as you.go” expenses in unfunded benefit obligations as
well as pension funds contributions. Financial Year 2004 total payments reached EUR 384,
versus EUR320m a year ago. This increase, which can be explained by Michelin making a
EUR68m advance payment to its US pension funds, accounts for the slight decline in ope-

ratring cash flow year on year. One should also note that cash out related to tax rose 91% in
2004 compared to 2003.

B 2004 2003 2002
Tax total . 316 262 382
Current tax R ) 144 246
Withholding tax RNR 18 22
Deferred tax sl R8s 100 114

Free cash flow caiculated using the average exchange rate for the vear and t#king inio

account the change in scope of consolidation amounted to EUR 226 million compared with
EUR 299 million in 2003,

{in EUR million) 2004 2003
Cash fow 1.353 1.4G7
Change in opsraling working tapizl {18} 135
Mt investment for the nerian AR E {1,243}
Freo cash flow 226 295

Cash flow using the closing exchange rate was EUR 1,330 million and was used the follo-

wing way:

Uses of funds Sources of funds

Nat capital expandiure 109%  Cashflow 1,330
Dividarsds pad B o :
Oihar 30

increase in working capidal 16

T30 1330
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Figures at closing rate.

The reconciliation between Sales and Free-cash flow at closing rate using the direct method
was the following:

In EUR million 2004
Sales 15,689
Other revenues +511
Cost of goods sold -5549
Other charges -8.608
Operating cash flow +2.043
Financial result without provision -199
Non-recurring items w/o provision -193
Corporate Tax ’ -298
Cash flow (average rate) 1,353
Exchange rate variation {average/closing rate) -23
Cash flow (closing rate) 1,330
Working capital change -16
Net investment for the period -1099
Free cash-flow (closing rate) +215

Working capital change in terms of cash at closing exchange rate between 31.12.03 and
31.12.04 can be described as follows:

“lerchangs  (Stope of Feisiiaim 20532004

Aty comsolidation [Amtizatien  [Vatistion
Stotk variation 5% 19 ? -G3
Reconahie »anstinn B4 34 “57 &4
Sipphiar varistion 1% 33 3 a6
Subr 101l 134 17 -7 21
Quning watistion
Total

(1) Other variations include tax. accrued interest variation. .
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The reconciliation between Sales and Free-cash flow at closing rate using the indirect
method was the following:

In EUR million 2004
Sales 15,689
Net income before minority interest 527
Depreciation and amortization 840
Provisions and deferred taxes -38
Net gains on disposal of assets & other 24
Cash flow (average rate) 1,353
Exchange rate variation -23

Cash flow French Standards (closing rate) 1,330

Net change in working capital -16
Net investment for the period -1099
Free cash-flow (closing rate) +215
Working capital change -16
Net investment for the period -1099
Free cash-flow (closing rate) +215

Cash out for pensions and other benefits

Contribution to mutual funds and direct payment to employees represent the Group cash
out for pensions and other benefits.
In EUR million (at average exchange rates)

2003 2002 2001
©133,4 346.9 78,5

Conitribution by the Group to mutual funds amounted EUR 219.6 million in 2004. Most of
the increase related to Michelin making a EUR68m advance payment to its US pension
fund. As a reminder, 2002 exceptional payments amounted to EUR220m.

Contribution

In EUR million (at average exchange rates)

Payments 2004, © 2003 2002 2001
D184, oy 223,5 195,0 190,2

Payment by the Group directly to the Michelin employees amounted to EUR164.1 million,
down significantly on 2003. The total cash out for benefits amounted to EUR 383.7 million
in 2004 (average exchange rate). By using the closing exchange rate, benefits cash out
amournted to EUR 363.3 million.
The reconciliation of the cash out and the balance sheet is the following:

Provision in the balance sheet 31.12.03 EUR 1,802 million

Exchange rate variation” EUR -44 million
Charges to allowances and provisions EUR 334 million
Cash out EUR 363 million

Provision in the balance sheet 31.12.04 EUR 1,729 million
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* former method
** new method

Economic Performance

Since 1993, Michelin makes a yearly assessment of its economic performance using the
concept of the value creation.

To determine whether the Group is creating value, the actual risk adjusted return on capi-
tal employed (actual RAROC), corresponding to the cost of economic capital and debt, is
compared with target RAROC. If actual RAROC is superior to target RAROC, it can be
considered that the Group creates value.

The year 2004 saw for the first time since 1993 a refining of the method used. This has to
do with accounting treatment of the provisions for employee benefit obligations, since the
amounts involved have grown substantially over the years.

The related provisions, which were previously treated as a reduction in working capital
requirements, are now treated as debt. As a result of this modification, for the calculation
of the target RAROC we continue to apply 100% of shareholders equity to goodwill and
intangible assets and 50% of shareholders equity for tangible and financial assets; however
we now allocate 109 of shareholders equity to inventory and 8% to trade payables (com-
pared with 25% to finance all working capital requirements previously).

Moreover, financial charges in connection with these provisions (interest costs) are now
recognized in the effective return.

The other procedures are unchanged and we set forth below the calculations using the pre-
vious method to show the impact, relatively limited. induced by the change. With 15%
after rax (base euros), the Group has retained a high level of return on economic capital.
After taking into account local differences concerning the cost of funds and risk in the
countries where the Group operates, the average after tax rate reguired to remunerate sha-
reholders equity is 16.3% for 2004 using the new method (compared to 16.5% for 2004
using the previous method and 15.7% for 2003).

(in EUR million) 2000 | 2001 2002] 2003 | 2004* | 2004**

“standard” Economic capital 44289 | 45920 | 414852| 4250.1 41914 45702
Average weighted cost

of Economic capital 16.3% 16.0% 154% | 157% 16.1% 15.9%

“standard” Financial Debt 51831 | 52257 49745| 45443 | 43453} 62491
Weighted average cost of debt 7.2% 5.1% 4.8% 4.3% 4.8% 4.5%
Capital employed 9613.0 | 98177 9469.7| 87944 | 85368] 108193
Target RAROC 11.4% 10.7% 9.8% 9.8% 10.4% 9.3%
Net income after tax 438.4 313.9 614.15 328.9 527.2 527.2
Interest expense 358.2 350.7 283.4 244.4 235.4 365.2
{ Actual RAROC 8.3% 6.8% 9.5% 6.5% 8.9% 8.3%

In 2004, using the new method, the effective rate was | point below the target rate, versus
a 1.4 point spread using the previous method.

In as much as the rate of return on economic capital selected by the Group could appear
somewhat arbitrary to some investors, the following table shows~ for information purposes
~ results of the Target RAROC for 2004 with a 12, 13 and 14% rate, based on the weighted
average cost of economic capital (euro base) of 15%.

Weighted average cost
of economic Capital 12% 13% 14% 15%
Target RAROC 8.1% 8.5% | 8.9% 9.3%

* Previous method  ** New method
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Ten-year key figures and ratios
(In EUR millions) 2004 2003 2002 2001 2000
Sales 15689, 15370 15645 15775 15,396
% change C 1% (18%) (0.8%) 2.5% 11.9%
Average number of employees v 126,’4?4; 127,210 126285 127467 128122
Payroll costs C 4872 4,997 5,152 5,242 5137
% of sales C3L0%  305%  390%  332%  334%
EBITDA (1) 2043‘ 1,992 1,978 2,091 2,170
Cperating income 289 L3 1225 1,040 1162
Opetating margin (2) 8.3%. 74% 7.8% 6.6% 7.6%
Net interest expense . 213): (225) (260) (321) 314)
Non-recurring items, net (206) 19 73 {29) {76)
Including restructuring costs {35 (192) (1 (340) (67)
Income before tax 380 590 997 644 729
Income tax rate {316) (251) (382) {330) (290)
Effective tax rate 35.9% 44.3% 38.3% 51.2% 39.9%
Net income including minarity interests 327 329 614 314 438
Net margin 3.4%: 2.1% 3.9% 2.0% 2.8%
Dividends (3] 185 131 113 105 93
Net cash provided by operating activities (4) 1,337 1,542 1.534 1,263 1.017
Cash flow (3) 1,353 1,407 1.225 1,323 1,418
% of sales 3.6%: 9.2% 7.8% 8.4% 9.2%
Capital expenditure (6) 1,17 1.118 967 1,150 1,201
% of sales 7.1% 7.3% 6.2% 7.3% 7.8%
Capital expenditure, net of disposals 1,025 1,017 809 1,089 1,091
Acquisitions of investments, net of disposals 106 229 62 (184) 166
Research and development costs 657 70 704 702 643
% of sales 4.2% 46%  45%  4.4% 4.2%
Net debt (7) NA NA NA NA
Average borrowing costs 5.8% 6.2% 6.1% 6.5%
Shareholders'equity including minority interests (8) 4,409 4,502 4,326 4,155
Debr-to-equity ratio NA NA NA NA
INet debt + securizations (9) 3,440 3,818 4881 4,926
Debt-to-equity ratio including securization 78% 85% 113% 119%
EBITDA / Net debt -63.4% 57.9% 51.8% 41% 43%
Net cash provided by operating activities/Net debt 41.5% 44.8% 40.2% 30.6% 20.7%
Interest expense (10)  {213)- 219 PAK] 31 324
Interest cover (Operating income/interest expense) © Bl 5.2 45 3.3 3.6
Free cash flow (11) - 226 299 637 309 (e41)
ROE (12) 11:3% 13%  13.4% 7.4% 10.4%
Target Ecoromic Profit (13 o 100% 98% | 98%  10.%  1.4%
Actual Economic Profit (14) g% 6.5% 9.5% 5.8% 8.3%
Per share data A
Net assets per share {15) LR 302 305 29.7 285
Basic earnings per share. as published (16) 359 2.22 4.28 2.20 2.96
Dilutad earnings per share, as published {17) 359 2.2 4.28 220 2.96
P/E (18) 13 16 8 17 13
Net dividend per share : 1.25*,*2 0,83 0.93 0.85 0.80
Pay-out rate (19) 34‘8" %t ALT%  21.73% 38.6% 27.0%
Net dividend yield (20) 26%  26%  283%  23%  2.3%
Capital wrnover rate {21) CO1R9.0%°  1427%  142.7% 108.3% 96.6%

**dividend proposal submitted to the Annual Shareholders’ meeting on May, 20, 2005
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1939 1. EBITDA: earnings before interest. tax, depreciation and amortization
* * * .
proforma 1999 1598 1997 1996 1995* 2. Operating margin: operating income as a % of net sales,

13,763 13,763 12486 12,149 10881 10078 3, Dividends distributed during the year. For years prior to 1999, the amount

10.2% 10.2% 2.8% 11.9% - 18% (1.7%) shown corresponds to total amounts distributed during the vear.
130.434 130434 127,241 123,254 119.780 114397 4. Net cash provided by operating acuvities: cash flow + change in working

4,756 4,684 4,339 4110 3.786 3,698 capital

346% 34.0% 34.9% 33.8% 34.9% 36.7%

5, Cash flow: net income before minority interests + depreciation, amarti-

21 2z 2,138 1875 1,869 1'74? 1474 zation and charges to allowances for impairment in value of fixed assets -
1,207 1.233 1073 1,094 1,060 869 changes in provisions and deferred taxes ~/+ net gains/losses on dispo-
8.8% 9.0% 8.6% 9.0% 9.8% 8.6% sals of assets.
(238) (243 220 (22(9) (214) (#61) 6. In 2001, excluding external growth transactions (SMW, €167 million).
{353) (353) 46 20 {129) 11 o o )
(368) (66) (100) (119 67) 16) 7. Net debt: long and short-ternt debt - cash and cash equivalents
538 557 881 866 581 601 8. Shareholders’ equity including minority interests: Common stock + paid-
(213) (374) (308) (239) {207 {150) in capital in excess of par + retained earnings + net income + minority
30.7% 67.2% u9%  276% 03% 9% TESE
325 182 574 627 474 451 9. Securitization: sales of trade receivables. In cases where the receivables
2.4% 1.3% 4.6% 52% 149% 5% are sold to special purpose endities in which Michelin holds an equity
87 87 137 112 g 57 interest, the special purpose entity is consolidated in accordance with the
Ol O3 TOT0 T35 iR N-D- accounting standards applicable since January 1, 2000,
1.547 1,548 1.246 1.284 1.274 564  10. Interest expense: borrowing costs for the year
11.2% 1.2% 10% 10.6% 7% 6.6% _ 11. Free cash flow: cash flow ~ change in working capital - net capital expen-
1,252 1,252 1,174 996 800 567 diture
9.1% 9.1% 94% 8.2% 4% 56% 12, ROE: net income / shareholders' equity.
1,00 ] 1,030 816 484 455
g 5:_5 igg \D ND \fD \!51; 13. Target RAROC: calculated cost of debt and economic capital expressed as
£ : ! . , : ‘F a percernage of capital employed The Group uses the Free Cash Flow o
589 NC NC NC NC NC Economic Capital merhod o measure value creation. This method consists
43% NA NA NA NA NA of allocating a portion of economic capital and debt to each asset. based on
NA 3,798 2.732 2,564 3,480 3.994 the level of risk associated with the asset. Cost of economic capital: 15%
9.4% 9.4% 12.7% 13.6% 10.9% 10.1% based on euro interest rate and premiurn to reflect different interest rates
3838 4,294 4208 3455 2636 1974 and risk levels outside the euro-zone = average cost 16% in 2001
NA 88% 65% 65% 131% 202%  14. Actual RAROC: Net income before interest expense expressed as a per-
4329 4474 3274 3,121 3.800 4256 centage of capital employed (see above}
113% 104% 8% 9% 143% 216% 15, Net assets per share: net assets/ number of shares outstanding at
472% 47.8% 37.2% 59.9% 45.8% 34.5% Decemnber 31
23.4% 23.1% 32.9% 44.2% 2720”5’ NA 16. Basic earnings per share: net income / weighted average number of
419 418 416 425 415 430 shares outstanding during the year + own shares - shares canceled
. ; g g ey
2.9 2.9 2.6 26 2.6 2.0 during the year.
(300) (413% (98) ‘4(:5 D(IJE] 74 17. Diluted earnings per share: earnings per share adjusted for the effect on
8% 39% 13.7% 16.2% 18% 236% net income and on the weighted average number of shares of the exerci-
. — m—— o g
11.2% 11.2% 117% 11.9% ND ND se of outstanding difutive instrurnents.
g £ 20, (o 0 b
2.3% 2.3% 10.5% 12,1% ND ND 18, P/E: Share price at December 31 / earnings per share.
19. Pay-out rate: net dividend / earnings per share.
262 29.5 283 268 203 156  20. Net dividend vield: net dividend / share price at Decernber 31.
210 ND ND ND ND ND a1, Capital turnover: number of shares traded during the year / average
210 ND ND ND ND ND number of shares outstanding during the year,
19 NA NA NA NA NA N.A.: not applicable
6.1 071 0.64 0.58 0.50 0.42 A )
W% 626%  164%  126%  13.4% 1y NAV: ot available
1.7% 1.7% 1.4% 1.1% 1.4% 1.3%  N.D.:not disclosed
104.7% 104.7% 102.3% 106.1% 86.2% 74.1%

* Former accounting standards ~ ** Based on recommended dividende
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Stock market data
The Michelin share

» Euronext Paris - Eurolist - Local Equity — Compartiment A (Blue chips) - Euronext
Deferred Payment Service

+ ISIN : FR 0000121261

+ Indices : CAC 40 - Euronext 100

Weight in the CAC 40 index= 1.08 %

Weight in Euronext 100 = 0.48 %

* Ethical indices : DJSW STOXX, Aspi eurozone

» Par value : 2 euros

* Transaction unit: 1

* Average daily traded volume: 742 311

*» Market capitalization at 12/31/2004: 6 766 433 709.75 €

- Highest = EUR 47.80 on July 30th

- Lowest = EUR 34.82 on March 22nd

- Last quotation = EUR 47.19

- Change over the year : +29.71 %

- CAC index variation : +7.40 %

» Number of shares = 143 387 025

* Number of shareholders at 31/12/2004 = 191 53] including 67 231 employee shareholders.

Net earnings per share published

. +12/31/2004-% 12/31/2003 31/12/2002 31/12/2001 31/12/2000 31/12/1999*
’ 3,597 2.23 4.28 2.20 2.96 2.10

*Proforma

Diluted net earnings per share

7712/3172004 . 12/31/2003 31/12/2002 31/12/2001 31/12/2000 31/12/1999*
359 2.23 4.28 2.20 2.96 2.10

*Proforma

Net dividend per share

12/31/2004 12/31/2003 _ 31/12/2002 31/12/2001 31/12/2000 _31/12/1999*
S 0.93 0.93 0.85 0.80 0.71

“Proforma
(a) Dividend proposed to the shareholders meeting of May 20, 2005

400

140 0

300

250
8%
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y Michelin &4~ 200
‘\ 3 fo” ~ S, 62 !
52 " 'w"“\ (‘f\f\'f (o Wk o ﬁf’\ ',,_}ﬁ
N Wy /"‘“v"/ P ot o
T Bridgestone 100 A N Vo ANV o
2 w, ‘s,.ﬂ;‘”"';,‘j"\"‘»”‘\‘ N Michelin
2 " Geodyear, g’ 50 ~
Py et S/
s
S E N N N P P P P T P I ) (Y o
ﬁfgﬁﬁx%iy{};tpﬁ(i’ofif%pglyif;xQ’y;yij?ﬁ«pﬁ:}gﬁ;’:‘}%a‘y“ 1990 1951 1892 1993 1994 1995 1836 1987 1998 1999 2000 2001 2007 2003 2004

Michelin share and CAC 40 index closing prices (as of 12/31/2004)
The relevant Michelin share was called "B share” up to, and including, June 14, 1899,
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Stock market data

in durcs

et g

Breakdown of capital and voting rights at 12/31/2004

Ownership structure ;| As a % of As a % of
as of Decéimber 31,2004 0.~ - owned shares voting rights
Individual shareholders 15.33% 24.12%
Employees - Stock Ownership Plan 2.10% 1.90%
Treasury stock 0.00% 0.00%
French institutions 36.32% 34.31%
Franklin Templeton 5.72% 4.89%
Wellington Management 5.11% 4.13%
Other foreign institutions 35.32% 30.65%
“21‘221'2,322?3"1‘?'2%3? at d\égg:‘ erir<_13h1t‘sm04
Individual
/ < s s
fowen Employes g -
mszust:t;gns/ OWZ'TT:;hIp 30.7%

Emptayes -
Stock

Wellington
Management
4.13%

French 4
institutions .
365.4% Franklin

Wellington
Management Templaton /
S1% 489% Franch
Franklin institutions
Templeton 34.3%

5.72%

+ Shares held for more than four years by European Union member states, enjoy a double
voting right.

Financial agenda

2004 Annual General Meeting of Shareholders. . . ... ...... ... ... ... May 20, 2005
Expected date of dividend distribution . . ......... ... L 0 May 24, 2005
Net salesat March 31,2005 . ... ... ... ... .. ... . . . ... ... ... April 26, 2005
First half 2005 results . . ... ... oo August 5, 2005
Net sales at September 30, 2005 . .. ... ... .. ... L October 24, 2005
2005 netsales . ... February 2006

February 2006

2005 annual results. ... ..
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TRANSITION TO
INTERNATIONAL FINANCIAL
ACCOUNTING STANDARDS

Pursuant to:
- European Regulation 1606/2002 of July 19, 2002,
- The CESR [Committee of European Securities Regulators] recommendation of December 30, 2003,

- AMF [Autorité des Marchés Financiers — French securities reguiator] recommendations of February 10,
2004 and luly 2, 2004,

- CNC [Conseif national de fa comptabilité — French accounting standards board] recommendation no.
2004-R-02 of October 27, 2004,

Michelin Group sets out hereafter the <ey information relating to adoption of IFRS in 2005,

1 Project management

Michelin Group set up a dedicated task force in the first half of 2002 to prepare for and manage the
transition to IFRS.

Reporting to the Finance Department, the task force has since carried out a review of the standards,
done impact studies, made changes to the i1 systems and conducted personnel training in order to
be able to prepare monthly IFRS consoiidations from January 1, 2004.

The Annual Report 2002 included an update on the status of the project at that time.

The Annual Report 2003 included:

- A fresh update on the status of the work being carried out by the Group,

- A description and a calculation of the expected major impact of the switch with regard to employee
benefits.

The work carried out by the task force was presented to the Managing Partners and the Audit
Committee, and reviewed by the Group's auditors, resulting in the publication, on January 20 last, of

a press release and a guide describing and measuring the impact of this switch on the consolidated
balance sheet at January 1, 2004 and the statement of income of June 30, 2004.

2 Rules for the application of IFRS standards

2.1. General principles

The 2004 restated consolidated accounts were prepared pursuant to the [AS/IFRS accounting basis
effective for financial year 2005 and in particular pursuant to the provisions of
IFRS 1 regarding first time application of all IAS/IFRS standards.

The impact of the new accounting principles was allocated to shareholders’

equity at the transition date, i.e. January 1, 2004 (opening date of first
comparative period).

In addition, pursuant to the provisions prescribed by |ASB, Michelin
Group elected to apply IAS 32 and IAS 39 on financial instruments
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from January 1,2005.As a result, in 2004, the financial instruments were measured and presented pur-
suant to the rules usually employed by the Group.

2.2. Rules for the application of IFRS 1

The general principle underlying IFRS 1 is retrospective application of all standards, Nevertheless, IFRS
1 fays down some rules for prospective application and provides for certain options.

Michelin Group used the following options provided for in IFRS 1:

Oplions Useg
Bugsinims combvrtitns QRS Iy
«  Ratrospedhve appficalon o soqisdians paer 1o ansien dale, o
Rterrion of e provaes cossficalize faogquiston oo poting of slafesy Yes
+ Reuaebing of ssseds and latiyes gt prevoasly teoognizng, No
Eirmnason ol adsely ang Babites thal ¥ not meah iz recoguition aieny, LR

« Nuhoatian oF Qoodsill ot dhe Simwiton dite W US ue cooovew el unld Frasch ) Yes
Ssdady, 68% sny unpltmenl Dken,
Sutsidsning il privously Siosoirined el

P wuie o eeiuahng aber ab deered amst
Raasurrme of prooedy, Pl sond squigimn ot Sve fair value,
o Rettemion of prasious sovnluabiore tused oo prce pydioes, Wise

. wl?l_':"m?:‘;yxm bersetin: ’

w Use tae surmidor upsrench mesidng the smitting of aotuasial gains o lozeey restaieg a1} No
the rannibu dige,

- Rewsgston of sl camuiative acumd aains o sses 51 e Bursiion e, Yoy

Carrsiiztig Hangiaten HRemaens:

«  Fasl mnniaton SHnrenoes 9 2000 at 1Ne FInsiin ABn ty Flecany e 1o oquty ten
Ay pain o tuss oo subsequent trpesal af these operahions shatl gaclude ansialinn
thiffereanes ot e betar e amsition diga hl=

Corpaird PEaaral Ismimenis:
- Bp I Hatey An shpdy SHTOIASaE i

55016 ang Hehiiies o7 2obsidinres, assncisios ad jaint worheps”
- Weaswrwoont oY P asssls ann GabBites oF ordkRs thal soopeed FRE e
LHahigs,

et iy 1 REA

P

THR Rk Spbiaiio

3 Major impact of adopting IAS/IFRS standards

The transition to IFRS standards has consequences in terms of measurement and in terms of pre-
sentation of Michelin's accounts,

3.1. Major impact in terms of measurement
Three standards have a material impact:
- IFRS 1, together with IAS 19 (employee benefits),
- IFRS 1, together with 1AS 17 (finance leases),
- |AS 36 (impairment of assets).

3.1.1. Employee benefits {1AS 19) '
This standard known as “first-time application” provides the opportunity of a fresh start for actua-
rial differences in employee benefits,

Since January 1, 2000, and in the absence of specific rules on employee benefits under French stan-
dards, Michelin has applied those set out in [AS 19.

7

A better way forward
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The annual actuarial measurement of employee benefits is based on:

- Assumptions with regard to inflation, salary increases, return on assets or rates used to discount lia-
bilities, assumptions that change from one year to the next;

- Gains or losses that arise between these assumptions and actuat figures.

"Actuarial differences” resulting from these changes or gains or losses may be staggered in the sta-
tement of income (in personnel costs) over the working lives of the beneficiaries.

As part of transition to IFRS standards, and pursuant to the option provided in IFRS 1, Michelin elec-

ted to charge actuarial differences not yet recognized in the balance sheet at December 31, 2003 to
IFRS opening shareholders’ equity at January 1, 2004.

3.1.2. Finance leases (I1AS 17)

With regard to finance leases, the Group has applied IAS 17 since it came into force on January 1,
1999.All lease agreements classified as finance leases since this date are thus recorded in the Group's
balance sheet as fixed assets and debt.

The application of IFRS 1 ied Michelin to review lease agreements signed prior to this date and to
restate some of them.

3.1.3. Impairment of assets (IAS 36)

Under |AS 36, the amount in the balance sheet for intangible assets, property, plant and equipment
and goodwill should not exceed the higher of the present value of future cash flows or the market
value. This amount, referred to as the value in use, must be tested immediately upon indications that
their may be an impairment loss, and reviewed at each accounting close. This test must be carried out
at least once a year.

When IFRS standards are adopted, the concept of asset impairment applies for the first time to a new
concept: cash generating units (CGUs). Michelin Group CGUs are based on the operational organi-
zation per market. They represent the smallest group of assets that generates cash flows largely inde-
pendently of those generated by other groups of assets.

An impairment loss was therefore, recorded at the transition date where the recoverable amount of
a CGU was lower than the net carrying amount of the intangible assets, property, plant and equip-
ment and the residual goodwill allocated to it.

With regard to goodwill, under IFRS, the impairment loss calculation now replaces systematic
straight-line depreciation.

3.1.4. Other standards
Other IFRS standards have either a fimited impact or no impact on Michelin:
¢ Development costs (IAS 38)

IAS 38 lays down that companies that can show they simultaneously meet a fist of six criteria must
recognize research costs as an expense and capitalize development expenditure.

At Michelin, the development of finished products falls into two phases: first new product develop-
ment, which takes place prior to approval by carmakers followed by further / ongoing development
(subsequent to finished product certification) .

Switch to {FRS standards has no impact on Group development cost accounting since :

- Initial phase development (prior to carmaker certification and decision to market products) does
not meet all 6 capitalization criteria set out in the standard .

- Further / ongoing product development subsequent to tire market distribution cannot, by defini-
tion, be capitalized.

Development costs thus continue to be recognized as an expense.
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+ Securitization (IAS 27 & 39), intangible assets (IAS 38}, financial instruments (IAS 32 and 39), stock
options {IFRS 2),

These items continue to be accounted for in the same manner as under French standards:

- In fact, Michelin Group has been consolidating ad hoc securitization entities since lanuary 1, 2000.
Since then, receivables sold and securitized have been included as assets in the balance sheet and
financing obtained in consideration recorded as debt.

- Jt should also be noted that Michelin has no intangible asset {such as market share) that does not
meet the definition under JAS 38.Therefore, no intangible asset needs to be reclassified as goodwill.

- Finally, it should be noted that obligations relating to the identification, classification, measurement
and presentation of financial instruments (IAS 32 and 39) will not be effective until January 1, 2005.

With regard to stock options, IFRS 2 provides for, amongst other things, the recognition as an expense
(in payroll costs) of benefits arising from stock option plans granted after November 7, 2002.

3.2. Major impact in terms of presentation

The presentation of Michelin's financial statements is also affected by switch to IFRS standards and,
in particular, by application of IAS 18 (sales), IAS 1 (balance sheet and statement of income) and 1AS
7 (statement of cash flow).

The major impact is on the Group net sales.

3.2.1. Sales (1AS 18)

Under French standards, the definition of net sales was based on a fundamentally legal approach to
the various types of billing.

For Michelin, the application of the IFRS substance over form concept in which the economic sub-
stance takes precedence over the legal form means that:

- The presentation of sales net of all rebates that can be directly allocated to them (cooperative adver-
tising, merchandising, etc...);

- The reclassification, under other headings in the statement of income, of sales not directly related
to the business (biling of semi-finished products, waste material or the provision of services).

To the extent that it only involives reclassifications, there is no effect on income from operations or
on net income.

3.2.2. Impact on the presentation of the statement of income (IAS 1)
IAS 1 allows for:
- Earnings to be presented by nature or by function;

- The structure of the statement of income to be freely split between sales and net interest income
(expense).

On the other hand, the concepts of operating income and non-recurring items are not covered by IFRS.

So as to maintain the transparency necessary for the assessment of its business activities and to faci-
litate comparability with its main listed competitors, Michelin made the following choices:

- To present the statement of income by function.

-To separately identify non-recurring items, with income from operations before and after non-recur-
ring items.

However, since the 2004 accounts under French standards were presented by nature, the 2004 ear-
nings reconciliation table has been prepared by nature.

The 2005 IFRS statements of income at June 30 and December 31 will be published by function, with
comparatives for the corresponding 2004 periods.
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3.2.3. Impact on balance sheet presentation (IAS 1)

Under IAS 1, the balance sheet presentation must be based on the maturity of assets and liabilities,
which will therefore be classified as "current” and “non-current”, depending, generally, on whether
they mature in less than one year or more than one year.

A number of headings classified as “deferred income and accrued expenses” or “prepaid expenses
and accrued income” under French GAAP must, under IFRS, be reclassified under other headings.This
is particularly the case with "assets” in respect of employee benefits and deferred tax assets.
Moreover, provisions, under IFRS, must in future be classified as long-term liabilities.

3.2.4. Impact on cash flow statement presentation (IAS 7)

The main change resulting from application of IAS 7 concerned use of the average exchange rate,
rather than the closing rate, for the determination of cash flows denominated in euros. This change,
and the other changes resulting from the application of |AS 7, are not considered significant for
Michelin at December 31, 2004,

4. Reconciliation tables (in EUR million)

4.1. Reconciliation of shareholders’ equity at January 1, 2004
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4.3. Reconciliation of balance sheet at 12.31.2004
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4.5, Statement of cash flows
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5. Additional information

Summary:

The consolidated financial statements for the period ended June 30, 2005 prepared under IFRS will
comprise simplified disclosures.

A full set of disclosures will be provided upon publication of financial year 2005 IFRS-compliant finan-
cial statements.

5.7. Net debt

Net debt is made up of the following items:
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Summary:

Michelin Group will apply the presentation and measurement principles set forth in 1AS 32 and JAS
39 as from January 1, 2005.

The impact of this application as from January 1, 2005 to the various classes of financial assets and lia-
bilities based on :

- calculation of fair value, or

- calculation of an amortized cost at the global effective rate, and

- implementation of hedge accounting,

will have a positive impact on 2005 shareholders’ equity.
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5.2. Business Segment information
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5.3. Information concerning non-recurring items

The non-recurring items in the 2004 statement of income restated under IFRS consist exclusively of
the probable capital loss that could result from the planned disposal of the companies belonging to °
the Michelin Wheel business.

An impairment loss in respect of the intangible assets, property, plant and equipment and goodwill of
these companies had been recognized in the IFRS-compliant opening balance sheet at January 1, 2004,
and an additional impairment loss of €64 million, based on the bid received by the Group in 2004 and
published on February 16, 2005, was recognized at 12.31.2004.

The values of the balance sheet items expected to be sold are estimated as follows:
- - Assets: €235 million,
- Liabilities: €203 million,

- Shareholders’ equity after recapitalization of the companies sold: €32 million.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS AS AT DECEMBER 31, 2004

CONSOLIDATION PRINCIPLES

The consolidated financial statements have been prepared in accordance with French
generally accepted accounting principles, including standard CRC 99-02 published by
Comité de la Réglementation Comptable dealing with consolidated financial statements.

Basis of consolidation

» Manufacturing, sales and finance companies, special purpose entities and other enti-
ties that are 100% concrolled by Compagnie Générale des Etablissements Michelin under
paragraph 1002 of CRC 39-02 mentioned above, are fully consolidated.

+ Companies over viich Compagnie Générale des Ltablissements Michelin exercises
considerable influence are consolidated by the equity method.

* Pursuant to Article L.233-19 the French Code de Commerce, certain companies are not
consolidated, either because they are not material in relation to the Group as a whole or
because of substantial and lasting restrictions on fund transfers to other Group compa-
nies.

Accounting policies

1. All consolidated companies have a December 31 year-end. The consolidated financial
statements are prepared from the financial statements of the individual Group compa-
nies submitted for approval at their respective Annual Shareholders’ Meetings, as adjus-
ted to comply with Group accounting policies and presentation rules.

2. Financial statements of foreign subsidiaries outside the euro zone are translated into
euros as follows:

- Balance sheet items are translated at year-end exchange rates.

- Income staternent items are translated at the average rate for the year.

The financial statements of subsidiaries operating in countries with hyperinflationary
economies are:

- either translated into the relevant functional currency for their economic environment.
- or translated at the year-end rate. after revaluation of non-monetary assets and liabili-
ties based on published local indices.

Differences arising from the translation of opening balance sheet items and year-end rate
net income are recorded in shareholders’ equity under "Retained earnings’, with mino-
rity interests shown separately.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements for the year December 31, 2004 have been prepared in accor-
dance with generally accepted accounting principles and with due regard to the prin-
ciples of prudence, separation of accounting years and continuity of trading.

The main accounting policies applied are as follows:
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a) Goodwill

Goodwill represents.the difference between the cost of shares in consolidated companies
and the Group's equity in the underlying net assets after fair value adjustments to iden-
tifiable assets and liabilities.

The goodwill amortization period is determined according to constant Group findings

- Goodwill arising on acquisition of manufacturing companies is arnortized on a straight-
line basis over 20 years.

- Goodwill arising on acquisition of non-manufacturing companies is amortized in full in
the year of acquisition.

Amortization may be accelerated following review of industrial company goodwill inven-
tory value. Negative goodwill is charged to earnings in line with changes in the risk pro-
file of companies acquired.

b) Intangible assets

Irtangible assets consist mainly of purchased or internally-developed software, amorti-
<ed over three years, and a number of purchased goodwill, amortized in full in the year
of acquisition. No research and development costs are recognized under this heading.

c) Property, plant and equipment

Property, plant and equipment are stated at purchase or production cost.

Effective January 1, 1999, assets acquired under finance leases are recorded under assets
and an obligation in the same amount is recorded under liabilities.

Depreciation is calculated on a straight-line basis over the average useful life of the
assets. The main useful lives applied are as follows:

- buildings: 25 years;
- Plant and equipment: 12 years;
- Other: 2 to 12 years.

If the carrying amount of property, plant and equipment exceeds their net realizable
value owing to a development, which is either actual or expected, an impairment char-
ge is recorded.

d) Investments

Investments in non-consolidated companies are stated at acquisition cost. Market value
corresponds to the stock market price in the case of quoted investments and the Group's
equity in the underlying net assets in all other cases. An impairment charge is recorded
when market value is less than the net book value.

Other investments are also stated at cost and an impairment charge is recorded where
necessary.

e) Inventories

Inventories are stated at purchase or production cost, determined by the weighted ave-
rage cost method.

Where necessary, finished product inventories are written down to net realizable value
and corresponding depreciation provisions made.
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f) Trade receivables

Trade receivables are stated at nominal value, including receivables sold to special pur-
pose entities in connection with securitizations. Allowances for doubtful accounts are
determined on a case-by-case basis or according to the age of the receivables.

The methods used to convert foreign currency receivables into euros are described in
note k.

g) Other receivables, prepaid expenses and accrued income

Prepaid expenses and accrued income include:

- Post-retirerment commitments: the excess of the fair value of plan assets, adjusted for
unrecognized actuarial gains and losses and past service costs, over the present value of
defined benefit obligations.

- deferred taxes: deferred tax assets arising from deductible time differences and tax loss
carry-forwards, determined separately for each individual company.

The accounting treatment of post-retirement commitments and deferred taxes is descri-
bed in notes 1 and m respectively.

h) Provisions for contingencies and charges

A provision is booked when the Group has a present legal or constructive obligation as a
result of a past event, where it is probable that an outflow of resources will be required
to settle the obligation and the amount of the obligation can be reliably estimated.

The main provisions cover:

- post-retirement and other employee benefit commitments: the excess of the present
value of defined benefit obligations over the fair value of the plan assets. adjusted for
unrecognized actuarial gains and losses and prior service costs,

- deferred taxes: deferred taxes arising from taxable time differences, determined sepa-
rately for each individual company,

- regrganization: estimated amounts corresponding to measures adopted by the Group
and announced before the year-end.

The accounting treatment of post-retirement commitments and deferred taxes is descri-
bed in notes 1 and m respectively.

Provisions for contingencies and charges recorded in the accounts of individual Group
companies for the sole purpose of complying with local tax laws are reclassified under
shareholders’ equity, net of deferred taxes.

i) Financial instruments

Currency risks

Group policy consists of hedging exposures to currency risks using various market ins-
truments, including forward contracts and options.

Foreign currency receivables and payables of the same type and with similar maturity
are netted off and only the net exposure is hedged.

Hedging contracts are recognized in the balance sheert at the date of inception.

Profit and loss resulting from currency translations recorded at closing exchange rates
are booked in the statement of income.

Premiums and discounts are recognized under assets for the term of the contracts, except
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for forward transactions, which are deferred until recognition of such transactions.

Premiums paid on options contracts are immediately written in the consolidated statement
of income.

Interest rate risk

Interest rate risk management policies are coordinated and monitored at Group level
with a view to protecting future cash flows and reducing interest-rate volatility.

Short-term positions are managed at the level of the individual countries.

The Group uses several instruments available on the market, and in particular interest
rate swap or forward interest rate contracts.

Firm contracts are recorded in the balance sheet upon inception. They are not revalued
at market value.

Premiums paid on options contracts are immediately written in the consolidated state-
ment of income.

J) Investment grants

Investment grants are 1ecorded in liabilities under "Other payables, deferred income and
accrued expenses” and are written back to the income statement over periods not excee-
ding the depreciation period of the assets financed by the grants. '

k) Foreign currency receivables and payables

Foreign currency receivables and payables are converted into euros at the exchange rate
ruling on the transaction date. Their value is adjusted at year-end based on the then
ruling exchange rate and the resulting exchange difference is recorded in the income sta-
tement.

1) Post-retirement and other employee benefit obligations
A summary of related significant accounting policies is provided in note 13.
m) Income tax

The income tax charge includes bath current and deferred taxes. Deferred taxes are cal-
culated by the liability method, on a company-by-company basis, on:

- time differences between the book value of assets and liabilities and their tax basis,

- tax loss carry-forwards, to the extent that their future utilization is considered probable,
Deferred tax assets and liabilities are not discounted.

n) Research and development costs

Research and development costs are expensed in the year in which they are incurred.

o) Net non-recurring income and expenses

Non-recurring items correspond to income and expenses not arising in connection with
the Group's ordinary operations, including reorganization costs and gains and losses on
disposals of fixed assets.

p) Basic earnings per share

Basic earnings per share are calculated by dividing net income Group share by the
weighted average number of shares outstanding during the year, including Compagnie
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Générale des Etablissements Michelin shares carried on the assets side of the balance
sheet under "Short-term investments’, less any shares canceled during the year.

Diluted earnings per share are calculated by adjusting net income and the weighted ave-
rage number of shares for the effects of dilutive potential shares. Where the proceeds
from exercise of dilutive potential shares are received upon exercise of the correponding
rights, the proceeds are assumed to be used to purchase shares at the average market
price for the period, in accordance with the treasury stock method.

LIST OF CONSOLIDATED COMPANIES

1. Parent company
Registered office Country
- Compagnie Générale
des Etablissernents Michelin Clermont-Ferrand France

2. Fully consolidated companies

%
- Manufacturing companies Registered office ' Country stake
- Manufacture Frangaise

des Pneumatiques Michelin Clermont-Farrand France 99.99
- Michelin Roues France La Chapelle Saint Luc France 99.99
- Pnieu Laurent Avallon France 99.99
- Pneumatiques Kléber Toul France 99.99
- imorep et Cie -

Société du Caoutchouc Synthétique Michelin Bassens France 99.99
- Société de Développement Mécanique Wattignies France 99.99
-5.0.D.G. Clermont-Ferrand France 99.99
- Michelin Algérie SPA Alger Algeria 70.00
- Laurent Reifen GmbH Oranienburg Germany 100.00
- Michelin Kronprinz Werke GmbH Solingen Germany 100.00
- Michelin Reifenwerke KGaA Karlsruhe Germany 100.00
- Sociedade Michelin de Participacées,

Industria e Comércio Lida. Rio de Janeiro Brazil 100.00
- Michelin North America (Canada) Inc. Laval Canada 100.00
- Michelin Shenyang Tire Co., Ltd. Liaoning Province China 100.00
- Shanghal Michelin Warrior Tire Co.. Ltd. Shanghai China 70.00
- Industria Colombiana de Llantas S.A. Cali Colombia 99.92
- Michelin Espana Portugal, S.A. Tres Cantos Spain 99.79
- American Synthetic Rubber Company, LLC Wilmington USA 100.00
- Michelin Aircraft Tire Company, LLC Wilmington USA 100.00
- Michelin North America, Inc. New York USA 100,00
- Michelin Hungaria Tyre Manufacture Ltd. Nyiregyhéza Hungary 100.00
- Michelin Apollo Tyres Private Limited New Delhi India 51.00
- Societa per Azioni Michelin ltaliana Turin Traly 100.00
- Nihon Michelin Tire Co., Ltd. Tokyo Japan 100.00
- Industrias Michelin, S.A. de C.V. Mexico Mexico 100.00
- Michelin (Nigerta) Limited Nigeria Nigeria 80.00
- Michelin Polska S.A. Olsztyn Poland 100.00
- Michelin Romania Retreading SR.L. Bucarest Romania 100.00
- Michelin Romsteel Cord S.A. Zalau Romania 100.00
- Silvania S.A. Zalau Romania 99.94
- Victoria S.A. Floresti Romania 99.21
- Michelin Tyre Public Limited Company England and Wales United Kingdom 100.00
- LLC "Michelin Russian Tyre

Manufacturing Company” Davydovo village Russia  a) 100.00
- Treadmaster Taiwan Led. Mia-Li County Taiwan 100.00
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- Michelin Siam Co.. Lid. Chonburi Thailand 60.00
- Siam Steel Cord Co., Lud. Rayong Thailand 60.00
- Stam Tyre Industry Co., Ltd. Saraburi Thailand 60.00
- Siam Tyre Phra Pradaeng Co., Ltd. Samutprakarn Thailand 60.00
- Théi Recamic Co.. Ltd. Bangkok Thailand 60.00
- Thai Tyre Mould Co., Lid. Chonburi Thailand 60.00
- Tekersan Jant Sanayi A.S. [stanbul Turkey 99.52
- Sales companies Registered office Country % stake
- Buromaster France Crenoble France 86.68
- Michelin Aircraft Tyve Clermont-Ferrand France 89.99
- Recamic Services Clermont-Ferrand France 100.00
- Société d'Exportation Michelin Clermont-Ferrand France 100.00
- Transityre France Clermont-Ferrand France 100.00
- Michelin Tyre Company

South Africa (Proprietary) Limited Johannesburg South Africa 1060.00
- EUROMASTER Holding GmbH Kaiserslautern Germany 99.98
- Michelin Argentina Sociedad Andnima,

Industrial, Comercial y Financiera Buenos Aires Argentina 100.00
- Michelin Reifenverkaufsgesellschaft m.b.H. Vierna Austria 100.00
- Michelin Australia Pty Lid Melbourne Australia 100.00
- Michelin Belux S.A. Zellik Belgium 100.00
- Michelin Espirito Santo - Cornércio,

Importacgdes e Exportagoes Lida. Espirito Santo Brazil 100.00
- Société Moderne du Pneumatique Camerounais Douala Cameroon 100.00
- Michelin Retread Technologies (Canada) Inc. New Glasgow Canada 100.00
- Michelin Chile Ltda. Santiago Chili 100.00
- Michelin (Shanghai) Trading Co., Ltd. Shanghai China 100.00
- Michelin Korea Co., Lud. Seoul South Korea 100.00
- Société Moderne du Pneumatique Ivoirien Abidjan Ivory Coast 99.90
- Michelin Gummi Compagni A/S Brendby Denmark 100.00
- Scanrub Holding A/S Viborg Denmark 99.94
- Michelin Rehvide AS Tallinn Estonia 100.00
- Michelin Retread Technologies. Inc. Wilmington Usa 100.00
- Tire Centers, LLC Wilmington USA 100.00
- Oy Suomen Michelin Ab Espoo Finland 100.00
- Elastika Michelin A.E. Halandri Creece 100.00
- Michelin Asia (Hong Kong) Limited Hong-Kong Hong-Kong 100.00
- Michelin Central Europe Commercial

Company Limited by Shares Budapest Hungary 99.98
- Taurus Carbonpack Commercial and Supplying Ltd. Tuzsér Hungary 100.00
- Michelin India Private Limited New Delhi India 100.00
- Michelin Riepas SIA Riga Lettonia 100.00
- UAB Michelin Padangos Vilnius Lituania 100.00
- Michelin Malaysia Sdn. Bhd. Malaysia Malaysia 100.00
- Société Moderne du Pneumatique Malien Bamako Mali 100.00
- Michelin Tyre Services Company Ltd. Nigeria Nigeria 60.28
- Norsk Michelin Gummi AS Lorenskog Norway 100.00
- M. Michelin & Company Limited New-Zealand New-Zealand 100.00
- Eurodrive Services and Distribution N.V. Amsterdam The Netherlands 99.94
- Michelin Nederland N.V. Drunen The Netherlands 100.00
- Transityre B.V. Breda The Netherlands 100.00
- Michelin del Peru S.A. Lima Peru 100.00
- Michelin Polska Sp. z o.0. Warsaw Poland 100.00
- Michelin-Companhia Luso-Pneu, Limitada Loures Portugal 100.00
- Michelin Ceskd republika s.r.o. Prague  Czech Republic 100.00
- Michelin Romania S.A. Bucharest Romania a)100.00
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- Associated Tyre Specialists Limited England and Wales United Kingdom 99.94
- Michelin Lifestyle Limited England and Wales United Kingdom 100.00
- Michelin Tyres Russian General Agency ZAQO Moscow Russia 100.00
- Société Commerciale Michelin Sénégal Dakar Senegal 100.00
- Michelin Asia (Singapore) Co. Pte. Lud. Singapore Singapore 100.00
- Michelin Slovensko, s.ro. Bratislava  Slovake Repub. 100.00
- Michelin Slovenija, pnevmatike, d.o.o. Ljubljana Slovenia 100.00
- Michelin Nordic AB Stockholm Sweden 100.00
- Société Anonyme des Pneumatiques Michelin Givisiez Switzerland 100.00
- Michelin Chun Shin Led. Taipei Tarwan’ 97.97
- Michelin Aircraft Tire Asia Limited Bangkok Thailand 100.00
- Michelin Siam Marketing & Sales Co., Ltd. Bangkok Thailand 60.00
- Michelin Lastikleri Ticaret A.S. Istanbul Turkey 100.00
- Michelin Venezuela, S.A. Valencia Venezuela 100.00

- Miscellaneaous distribution companies in
Europe and other regions.

- Finance companies and other Registered office Country % stake
- Michelin Développement Clermont-Ferrand France 19100
- Michelin Middle East Clermont-Ferrand France .00
- Participation 2t Développement

Industriels - PARDEVI Clermont-Ferrand France 100.00
- Société Civile Immobiliere Michelin Clermont-Ferrand France 89.99
- Société Civile Immobiliere Michelin Breteuil Paris France 99.99
- Société de Technologie Michelin Clermont-Ferrand France 100.00
- Société des Procédés Industriels Modernes  Clermont-Ferrand France 99.99
- Spika Clermont-Ferrand France 100.00
- ViaMichelin Boulogne-Billancourt France 100.00
- ViaMichelin Deutschland GmbH Griesheim Germany 100.00
- Publicité Internationale {ntermedia S.A. Brussels Belgium 50.03
- Société pour le Traitement de 1'Information TRINFOVER  Zellik Belgium 100.00
- Michelin Investment Holding Company Limited Bermuda Bermuda 100.00
- Plantacgées E. Michelin Ltda. Rio de Janeiro Brazil 100.00
- Plantagdes Michelin da Bahia Ltda. Rio de Janeiro Brazil 100.00
- Michelin Canada, Inc. Halifax Canada 100.00
- Michelin (China) Investment Co.. Ltd. Shanghai China 100.00
- Michelin Tire Research and Development

Center (Shanghai) Co., Ltd. Shanghai China 100.00
- Albar Recuperaciones y Reciclajes, S.L. Tres Cantos Spain 99.79
- ViaMichelin Espana, S.L. Tres Cantos Spain 100.00
- CR Funding Corporation Wilmington USA 100.00
- Michelin Americas Research

& Development Corporation Wilmington USA 100.00
- Michelin Corporation New York USA 100.00
- Michelin Asia-Pacific Export (HK) Limited Hong-Kong Hong-Kong 100.00
- Michelin Asia-Pacific Import (HK) Limited Hong-Kong Hong-Kong 100.00
- Michelin Asia-Pacific Import-Export (HK) Limited  Hong-Kong Hong-Kong 100.00
- Mireis Limited Dublin Ireland 100.00
- Miripro Insurance Company Limited Dublin Ireland 100.00
- Oboken Limited Dublin Ireland 100.00
- Tayar Receivables Company Dublin Iretand 0.13
- ViaMichelin Italia S.r.l. Milan Italy 100.00
- Michelin Research Asia Co., Ltd. Tokyo Japan 100.00
- Michelin Luxembourg SCS Luxembourg Luxembourg 100.00
- Michelin Mexico Holding, S.A. de C.V. Mexico Mexico 100.00
- Araromi Rubber Estates Limited Nigeria Nigeria 56.39
- Michelin Development Company Limited Nigeria Nigeria 100.00
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- Osse River Rubber Estates Limited Nigeria Nigeria 69.80
- Utagba Uno Rubber Estates Limited Nigeria Nigeria 69.80
- Waterside Rubber Estates Limited Nigeria Nigeria 80.00
- Fitlog BV 's-Hertogenbosch  The Netherlands 100.00
- Michelin Finance (The Netherlands) B.V. Amsterdam  The Netherlands 100.00
- Michelin Holding (The Netherlands) B.V. Amsterdam  The Netherlands 100.00
- Michelin Purchasing B.V. Amsterdam The Netherlands 100.00
- Michelin Europe (EEIG) England and Wales United Kingdom 99.96
- Michelin Services Ltd England and Wales United Kingdom 100.00
- ViaMichelin UK Lirnited England and Wales United Kingdom 100.00
- Michelin Asia-Pacific Pte Ltd Singapore Singapore 100.00
- Société des Matieres Premieres

Tropicales Pte. Lud. Singapore Singapore 100.00
- Compagnie Financiere Michelin Granges-Paccot Switzerland 100.00
- Michelin Participations S A. Granges-Paccot Switzerland 99.95
- Michelin Recherche et Technique S.A. Granges-Paccot Switzerland 100.00
- M.S. Enterprises Holding Co., Ltd. Bangkok Thailand 50.50
- Michelin Research Asia (Thailand) Co., Ltd. Bangkok Thailand 100.00
- Michelin Stam Group Co., Ltd. Bangkok Thailand 60.00
- Thaitit Co., Ltd. Chonburi Thailand 60.00

a) The stake held by European Bank for Recanstruction and Development (EBRD) in LLC "Michelin Russian Tyre
Manufaciuring Company” (47.42%) and Michelin Romania S.A. (14.76%) has been exceptionally treated as a source of funds

3. Companies accounted for by the equity method

Registered office Country % stake
- Aliapur Lyon France 28.57
- Innovations in Safety Systems Drancy France 50.00
- EnTire Solutions; LLC Wilmington USA 50.00
- RubberNetwork.com, LLC Wilmington USA 27.75
- SMP Melfi S.r.l. Melito di Napoli Italy 50.00
- Michelin Tire Chiba HBKK Chiba Japan 37.50
- Michelin Tire Fukushima HBEKK Fukushima Japan 39.17
- Michelin Tire Shizuoka HBKK Shizuoka Japan 35.00
- Michelin Tire Yarnanashi HBKK Yamanashi Japan 35.00

- TIGAR MH, d.o.0., Pirot Pirot Serbia and
Montenegro 25.00

- Global Run-Flat Systems Research,

Development and Technology B.V. Amsterdam The Netherlands 50.00
- MC Projects B.V. Amsterdam The Netherlands 50.00
- Woco Michelin AVS B.V. Amsterdam The Netherlands 49.00
- Sapphire Energy Recovery Limited England and Wales United Kingdom 25.00

4. Non-consolidated companies

-- Pursuant to Article L.223-19 of the French Code de Commerce, various companies that
are not material in relation to the Group as a whole have not been consolidated under
governing consolidated financial statements.

The above list of the main consolidated companies and companies accounted for by the
equity method, which is not exhaustive, complies with the requirements of Article 248-
12 of decree No. 67-236 of March 23, 1967 concerning the consolidated financial state-
ments of trading companies.
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ACQUISITIONS AND PARTNERSHIP AGREEMENTS
ENTERED INTO IN 2004

1.APOLLO - INDIA

The partnership agreement signed in November 2003 between Michelin and Apollo
Tyres Ltd took effect in March 2004 with:

- acquisition by Michelin of a 14.9% stake in the capital of said company for an amount
close to USD 30 million,

- and setting up of the Michelin Apollo Tyres Private Ltd JV, 51% held by Michelin and
49% held by Apollo Tyres Ltd. This company will manufacture and distribute truck and
bus tires. It will also market and sell all types of tire.

2.PT GAJAH TUNGGAL (TBK) - INDONESIA

Michelin and PT Gajah Tunggal Tbk (GT) signed in May 2004 a twin cooperation agree-
ment on manufacture and sale of tires in Indonesta.

Under the manufacturing agreement, GT will manufacture a wide range of passenger car
tires for different markets in which Michelin Group operates.

Under the distribution agreement, GT will sell in Indonesia Michelin and BFGoodrich-bran-
ded passenger car and light truck tires, in particular on the replacement market.

Accordingly, Michelin acquired a 10% stake in GT's capital for an amount of USD 25 million.

3.LITIGATION IN CONNECTION WITH ACQUISITION OF VIBORG
GROUP IN 2003

Michelin Group acquired Viborg group at the end of March 2003 in order to extend its dis-
tribution network under the Euromaster name in Europe.

Owing to failure to reach an agreement on the findings of the due diligence carried out w
determine the amount of adjustments to be made as required to the purchase price under
the agreements concluded between the seller and Michelin Group, Michelin Group filed an
arbitration claim on December 4, 2003 before the Paris international arbitration Court of
Chambre de Commerce Internationale.

3.1. Contention points arising from Michelin Group’s due diligence

3.1.1. The first contention relates to the sums to be paid out to the seller for the net
guaranteed assets dealt with under the article on adjustment of the acquisition price.

Michelin Group disagrees with the net asset valuation claimed by the seller. In light of what
Michelin Group considers to be the proper downward revision of the acquisition price to be
applied pursuant to the agreements between the parties, Michelin Group refuses to pay the
balance of EUR 37 million of the acquisition price claimed by the seller.

The large discrepancy between the contractual net guaranteed assets and the actual worth
of the net assets as they emerged from the due diligence process led Michelin Group not to
include the balance of the price for the purposes of determining goodwill, such goodwill
having been fully amortized in 2003.

3.1.2. The second contention arises concerning valuation of seller’s receivables on
the Viborg companies sold by it to Michelin Group by way of repayment of loans made by
Michelin Group to seller.

The EUR 87.7 million amount claimed by Michelin Group in this connection takes into
account an EUR 40.2 million valuation difference corresponding, in Michelin Group’s opi-
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nion, to the amount of the over evaluation of financial debt sold to Michelin Group by sel-
ler as repayment of loans granted by Michelin to seller.

This over estimation of financial debt, which results in a reduction in the net asset value of
the acquired companies, was, at this stage, retained for the determination of the goodwill. a
goodwill which was fully amortized in 2003.

3.2 Status of arbitration proceedings
The arbitration court has been appointed and asked to solve the litigation submitted to it.

Pursuant to the contractual provisions governing dispute between the parties concerning
the acquisition price and the repayment of loans granted by Michelin Group to seller, an
independent expert was appointed on February 18, 2004 to determine the amounts object
of the above described differences.

The arbitration proceedings are under way and no decision as to the case have so far been
rendered by the arbitration court.

At this stage, Michelin Group's accounting positions at December 31, 2003 remain unchanged.

NOTES TO THE CONSOLIDATED BALANCE SHEET

The consolidated financial statements 2004 have been prepared in accordance with French
generally accepted accounting principles, including standard CRC 89-02 published by
Comité de la Réglementation Comptable dealing with consolidated financial statements

1. Goodwill (in € thousand)

Goodwill can be analyzed as follows:

Cow Arpmtization ] Net ook eiiue
and FIowances

Gondeall & damwecwy 1, 2003 A% 140 - 261 7D 307 284
Atepaisition of Vitrg group 3053 549 + 305 548 “
Ol Intreanes 55 252 ; 28373 25975
Dagrzasas . 1 33% 1395 : .
Transistion adjiusiments and other - 3 039 39295 » 2% 744
Gomiwi 3! Decenber 31, 2003 EEdEaT | - 5370iz | aD1cgs
fnoeases 82353 - 34 302 - % Bag
Cecrgases B B R L 208118 -
rangshation adjstmenty and oftter - 20 P 14183 - £ 554
Gozawil 81 Decembar 31, 2004 840 044 - 268012 212037

Downward changes recorded in the period correspond to deconsolidation of fully amor-
tized goodwill.
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2. Intangible assets (in € thousand)

Intangible assets can be analyzed as follows:

s Arrrtizenion | Net bopk vakie
and allnwances :

IiRaginie assets

al danuary 1, 2003 A5G 477 - 354082 136388
fnoreases &1 300 - 52,589 3560
{oorpases - 7 A857 20,453 . 8,55
Tranglation adjushmpats arwd tlher - 7351 2435 . 4919
Imengible assals

&l Decomber 31, 2003 G415 757 - 383573 1532 14
{Her8asss 81528 - 58,247 . £.719
Cworpasas - L84 28,262 - v.802
Transiaton adjustments and otaer 13573 - 12,928 %747
Tatanginle assers B

& Decermber 31, 2004 583 894 - AZEA4E4 155 410
The main movements in 2004 concern software.
The breakdown by category is as follows:

- Cag Arraiteginn | Net GOOK Ve
A0 plowancas

Kuthaitin 451 751 < 34727 148 D22
Othe intangibie assels &0 143 - 81,757 0 388
Totas 583.694 | - 278464 155 4190

3. Property, plant and equipment (in € thousand)

Property. plant and equipment can be analyzed as follows:

Cast Amurtasinn | N ook walue
il adowannes

Proposty, pant and equipmeny

al Jgrwary 1, 2003 W Bgh 442 - B.859.285 LR ALY
Increases 1025808 PR &4 08,7 4 244,218
Change i soogs 2rs 884 - W87 112347
Decrenses . A0 582 305 560 - 84,402
Transdabion Hopustmiats and alher P * s § 52011 517 440 « 3ER23

Propony, panl s cauipment

al Decomber 33, 2003 T4 232 A ~ BE06 845 5853431
inecrgasss 40585 2453 - A4 324,508
Chanuge i stupe 21525 - 14,796 4,830
Commases - BZ064 $42.334 - 88,720
Transiation adjustments and alagr - 317502 170,174 - 1378628
Progarty, rlant and sqoipmen

al Devermber 5% 3004 (15 AL 148 - BEA32TE L5 isg g2

Capital expenditure for the year ended December 31, 2004 amounted to €1,065,253 thousand.
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The breakdown by category is as follows:

Cost Amorizalon gl book value
ant allomances |

Lend and tuitgings 5376356 | - 1.681.2%F 1595070
Plant ant sqaamant 9073853 | - 5547067 3,525,385
Other 1962959 | - 3,414,082 £48.907
Total R N v 5,766,873

Cost Aromizaun Mot baok value

and allowances

111 indduding 855818 BLQUINED  uner
lingnce eases al December 31, 2004 284873 - £5.272 193,607

4. Property, plant and equipment (in € thousand)

Investments can be analyzed as follows:

Cont Alesarses Hed boak vialee
fvestrrents ot Jasaary 7, 2002 845,252 . 151 345 A584907
EHmnaions i 0oanechion with
Yitsorg group consaligution - 135098 - < 136,008
Cinor rwreases and decnses 115,253 - 32087 102,485
Transiaton m,iualm‘;‘:ms e olher = 22825 31,873 - 10,847
Hvestrrenty ol Detsrnbey 31, 2003

04 787 - 16243¢ 412348
incraases and decroases Transistion 140,200 2,416 162,615
afiusinEms A othee . 388 . 79 - 487
tvesiiants ol Degecsber 31, 2004

704 594 . B3 OET 514,467

The increase in the investments item reflects in particular the acquisition of stakes in
Apollo Tyres Ltd and PT Gajah Tunggal Tbk.

The breakdown by category is as follows:

ezt buak valisg
ivestmenms in non-consoidatod companios snd ather eguily securies {1 122327
Long-aerm inans sod sdvences ant wihet ivenments 2092 370
Total 514,497
(1) including 2,826.000 Peugeot S.A. shares: - book value 20.801
- market value 131,974
including 3,730,980 Hankook Tyre Co. Ltd shares: - book value 18,610
- market value 26,962
including 5,712,500 shares of Apollo Tyres Ltd : - net book value 22,676
- market value 22,676
including 316,800,000 shares of PT Gajah Tunggal Tbk : - net book value 16,151
- market value 16,151
including 126,002 shares of Média-Participations S.A., Paris : - book value 17,671

(untisted company)
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5. Investments at equity (in € thousand)

Wil Yo A% Mgesmer i Vs 8t
ot ity @t gejuity ot e ysiz sty 81
Sat 1 3% Dee 34 3003 2ot Tec. 31, 2004
Wigeo Michelin AVE B Y 55534 o B 5528 46,0592
W Froeets § v ; . 13,734 1 132
Tyt 3, g0 e M 7T
Rasbaidetvans sam, LLC 24 4 575
Criben COMpRmRG FAAE 420
Tetal 9,371 $8.178
rgdydng, %
ng shard oF nEl itk (get ~ 878G - 130 :

MC Projects B.V. (Eurofit operations), previously fully consolidated is now accounted for
by the equity method.

6. Inventories (in € thousand)

Dec. 31, 2004

Deog, M 2003

.

7.Trade receivables (in € thousand)

Ravi matenal, semidinishied produdts and sinar sppeties 847,210 g86.222 !
Finishiosd producis 2015178 1,981,082 ;
ALWANGES < 193339 97478

i
et baok valus ‘ 2,858,549 2769136

De 31, 2004

Dae, 31, 2003

Trage mouivabies 35331288 3, 110785
ALIRANDES - E13L52 » 125285
Met book valus 2,820,236 2,984,501

Substantially all trade receivables are due within one year.

Transfer of trade receivables

The Group implemented a trade receivables transfer program allowing maximum exter-

nal financing:

- a USD 550 million untit 2005 for North-American operations,

- a EUR 720 million until 2007 for European operations.

The trade receivables transferred and financing received by the consolidated companies
{including the relevant ad hoc entities) are still accounted for under Group assets and lia-

bilities.

At December 31, this amounted to EUR 675 million.
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8. Other receivables, prepaid expenses and accrued income (in € thousand)

Dec. 31,2004 | Dec 312043
b receivalies, el 1) 486,542 548,10%
Exeans of peosion plan ansess pvet e rolatod benefa 848073 485,685
oblgatiansg jaute 13)

Defarred lax 25508 (note m) BE?BI6 612073
by acoruals 71233 85 420
Tosal 1,956,374 2,038,187

(1) In most cases, the other net receivables are due within one year.

9. Investment securities {(in € thousand)

31322006 1 31122000
Trpasury 5100 " ¢ 861
Netvaioe of e olhar kslol Selunting .- 486
Hank deposils ant other quasi-hyaidilies vILEse £34 141
Total 235258 | 539 483

Treasury stock

In the course of 2004, Compagnie Générale des Etablissements Michelin has acquired
500,192 of its own shares and sold 655,584 shares. As at L'ccember 31, 2004, the Company
owned no treasury stock.

10. Changes in shareholders’ equity and minority interests (in € thousand)

Pantan Rtwowd | Trdrelatian | et inoame | SRaiaraine PASAly
Comamen ¢ cuptalin | 4amiays | sduaimert menaty | Ul Torat
whok CRECTS 4}
g2l
Al Dee. 37, 2023 :
IRIARS 0 LRL6 0N 12-538.311&‘4 - PEDANY L 30003 1 AJWNEIL C ITIA3L | 4202267
Cafrtint intrsame
K=y 4568 - - 4,578 - 4 975
Emgdiren S¥o2
sreteR ik [ -
JE IBIGFL LA “ “ 0T « ek &
- » VEEA3A | . 0Bk ] - WYEET 1. G
Urndnrgs poss

Azpeopeaten 3
syttt

] . “ 0l B ] o GUNRAD . . o

~
i
X

Pint il fod :
I Ay . - - L1 BT ERR e 49330 IZRREY

Tranaiatics
SnLTent
iihind . LU0} . 183301 e SVAZEY L. BB | DTLMIZ

A Do 29, 20073

2PE.7I8 0 AR 0ab 1 895,063 1000680 | 2VRSBZ | 4071560 B1305 | 4405 063

et gy . “ . « e WEEM |- $TESON L. BENE - SAEANE

ALgAsLeatne ol

et A
T | 8 Ry o] N Rt il B LS E 11
et npome o
e yen - : ‘ : W3 BEER > or) wE G
Hrarscalige
AR et

it . o e Se004 Sl Balr . 102331 7442E

a1 Dec. 3. 2004

285738 ¢ BEIB680 2&%;;‘134 ALCEHB 1 $15.408 | 4503803 ¢ TAH9D | 4376.08%
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11. Provisions for contingencies and charges (in € thousand)

TG e Roieiails Rac0rans
[RECTCE B k¢! niaperti aakred [TOTCIF YR BT olbe - e 57 |
SN OIS ABIEIEILCn

Fotoetinement and
arner erplnyea senaelit

E P ORTERY -« BELHS % 183 14t « RTINS
Ot s 1anes 4183 ] - 34 53 19 0Ek . PRRET
Reergumzaben ALEEY 2410 BEEZT | - 1mA | 5o ey
O = R Y 393 essr | . taseTE L . amm 348,707
Teas VAR EFRTTg T As L RAEY 1 2888.920
Sentilation by aglare
Qperating micomn Hoe CTTTTERR T
interest meome and expenge 4k .
et s ecurivg IRCOINE Ak expersg ST
It Yy 1E LY :
Tepal ‘ YT o BEEY ]

1) Post-retirement and other empioyee bziiefit obligations

A specific analysis of these obligations is provided in note 13.

(2) Other provisions for contingencies

The EUR 229 million provisions includes in particular an amount of EUR 108 million to
cover a likely loss for the Group arising from contemplated transfer of the companies
engaged in the wheel business.

Such loss was estimated on the basis of the offers received at the end of 2004.

At the end of 1999, Wolber wound up its Soissons plant, and in this process, 451
employees were laid off. Former Wolber employees had challenged this measure and ini-
tiated a series of court actions. As a result a number of proceedings against Wolber are
pending before the Amiens Court of Appeal and Cour de Cassation, and against
Compagnie Générale des Etablissements Michelin, Manufacture Francaise des
Prneumatiques Michelin before Tribunal de Grande Instance de Clermont-Ferrand.

In light of the status of the hearings as at December 31, 2004, the Groupe recorded a pro-
vision in Wolber’s accounits for the different proceedings initiated against it. Moreover, the
Group did not deem it necessary to book any provisions in either of Compagnie Générale
des Etablissements Michelin and Manufacture Francaise des Pneumatiques Michelin's
accounts as no French jurisdiction has ever, to the best of the Group's knowledge, ordered
reopening of a plant, which is what is being sought in the current legal action.

12. Income taxes (in € thousand)

Income taxes reported in the income statement can be analyzed as follows:

Dee, 21 2004 Do, 31 2002
Cuirvest 1anes 274835 143,540
Doferred anes tg2i2 $9.627
Sutrital 203 053 243157
Rehaniting laxes 22,747 18,268
Totsl 315,798 261,435
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The following table presents a reconciliation of the theoretical tax charge to the actual

tax charge:

Tax, axclulion witdudding laxkes, on the conliibution of Group
sarmpanies 1 consolidated neome, 31 stardard o0l moates

Cou 21, 2004

Den 31 2002

2056787 259,095
Eitued of pannanent diffesinnes 8587 7578
Efiet pfuriccopnized defvoed taxes - 4GT5s 47,590
Effsct ol changss i fux rales 24393 2800
Other efiptts 3,928 18.716
I e repirtad ia e incoime Sialaman), sadhding 233,051 243,167

wihholding taves

Tatat unreniiniged delomed ax 258ty

Deferred tax assets and liabilities break down as follows by category:

Dec. 34, 2004 | Dec, 31, 2003

Defeired tax nises 827 GG 042073

Defennd tax Gabitities - 44151 - 41531

Met anbipation 503.515 371,442
Braskitavry

- timp difforencss 01844 £45.972

- LK 1SS CaTyinmwands 163,924 221 637

« B ety 37947 250

13. Post-retirement and other employee benefit obligations

13.1. Description of current schemes

In a number of countries where Michelin Group operates, employees enjoy short-term
benefits {such as paid holidays or annual bonuses), and long-term benefits throughout
the course of their employment (such as "seniority awards" or "work medals”) and post-
retirement benefits (such as retirement bonuses, pensions or retiree medical care).

Short-term benefits are recognized in the relevant Group companie’s liabilities. The other
benefit obligations are treated and met in different ways as described below:

a) Defined contribution schemes (or plans) take the form of payments to external
bodies whereby employers are released of any further obligation. as the recipient body
will pay the benefits to the employees. In the case of Michelin Group. these are mainly
public pension schemes such as are in place in France. In a number of countries, defi-
ned benefit schemes are in place in favour of Group employees (as in Poland,
Switzerland, and 401K in the United States of America).

b) Defined benefit schemes (or plans), where companies have a legal or constructive
obligation towards their employees. Obligations under these plans can be:

- either funded over employees’ years of service by contributions to an external fund
which pays the benefits due to employees. For contributory plans, contributions are paid
by the company and the employee; for non-contributory plans, contributions are paid
only by the company.

A better way forward
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- or unfunded and paid directly by the company to eligible employees on the vesting date.
For Michelin group, this primarily concerns:
-US.. UK and Canadian pension plans

- German, Spanish and Italian supplementary pension schemes, retirement bonuses in
France and the payment of retirees’ healthcare costs in the USA and Canada.

The projected benefit obligation under these defined benefit plans is calculated by inde-
pendent actuaries based on local practice and the conditions of each plan. The projected
benefit obligation changes each year based on the following factors:

* Recurring factors: ‘

- Service cost, corresponding to the value of benefits attributed to services rendered by
employees during the year,

- Interest cost, corresponding to the increase in the projected benefit obligation due to
the passage of time

- benefit payments

*» Non-recurring factors:

- changes in long-term actuarial assumptions (concerning. for example, inflation rates and
future salary levels)

- changes in benefit formula

Some countries have introduced legislation authorizing or providing that these obliga-
tions be funded by employer (and, for coniributory plans, employee) contributions to
external funds responsible for investing and managing the amounts received. In this
case, employers nevertheless retain a legal and constructive obligation towards their
employees. The funds management and investment policies differ from country to coun-
try and, in some cases, from one fund to fund.

The value of plan assets held in external funds also varies, depending on:

- the level of contributions received from employers and employees

- the level of benefits paid to eligible employees

- the return on plan assets, including unrealized gains and losses.

Plan assets are valued on a yearly basis, at October 31.
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13.2 Actuarial assumptions

To calculate projected benefit obligations, actuaries use a number of long-term assump-
tions provided by the company (including inflation rate, rate of salary increases and dis-
count rate). These assumptions are reviewed annually.

Assumphons used 5 Docember 20, HMonih Amenca Earnpe Sihprdd)
7003

Rete of salery incoases 3004 10 3.25%

Discound 1aie S758%106.25%

SNTLHIE FOMpInn Seevine Doy 133 yearg 30 4 yoney

Eapecied relurn on plen 855815

8.00% 10 8.A0% 2604 06 88 4.20%
Achual relucs o plas #5818 o7 he 8.30% 1010.00% 450% 10 840% 14.30%
yeur ended December 3. 2004
Assumplions used 8 Densmber M Honh Amanica Europs Siheei®
2003 NP
Rt of salidy icresses 3.25°%% 10 3.50% 3% wA0N0n 258416 1000%
25% 10 6 0% 5

Discaunt uge g Sifhp H 75 - 2 00% 10 11.40%
SVELIOR TOMAINING SPrvice Ives 138 ypars 128 yrary ) 18.5 yaars
LXpeCIesd redurm o plan Gesels

£.00% 10 8.50% d75% w6755 280% 15 820%
Achumi oo o plas assels Sirthe ] 280013905 | 2 80% e B50% - Nt materal

year pudod December 21 2000 i

Trda

13 Including all assumptions relating (o career development. promotions. seniority and other, over the employee’s entire service life.
2) As of the measurement date.

3) Brazil, Japan and Nigeria in 2003.

4) Braztt and Nigeria in 2004,

13.3 Summary of the financial situation of defined benefit plans as at December 31,
2003 (in € thousand)

- Pensesn gans b Dibed poge Tl . Talgl
b setrenn 334 3 20633
LEH G LT
Ginidudiog
BEstnLaed
Poetet merell CHhgEon 3
A870,153 . 4,870,853 | & 527 52
Ear vakss b 5A% A0E0% i« 3865345 . - 3365345 . - 3751860
Rncied 4iatus
£05, 508 . 905,508 765,432
drtundsd proesien seredt atligeton 552,804 1,968,551 250315 | 2508407
Pt Seveits fost 2883 115432 148,323 13T
Uriptigeitad SUMBNE gars and. - 1I68.ET < 4BRZM - LEA5433 - 1310373
: 62 534 EEREEL 1 VIR EEY 1 3P B
RIS r‘:‘.t:m}"u!&:f wm o BRiansg
Propasd bonsti cost o Banors o .
Leemndneontd nel DT TR d

Unrecognized actuarial gains or losses (corresponding to changes in the value of the pro-
jected benefit obligation or the value of plan assets) arise primarily from:

- differences between actuarial assumptions and actual experience,

- changes in long-term actuarial assumptions, such as inflation rate, discount rate and
future salary levels,

- changes in the benefit formula.

Where actuarial spreads are in excess of 10% of the highest of the PBO and the amount of
assets under management, the portion beyond 10% is accounted as payroll costs and gives
rise to an annual allocation over the average length of beneficiaries’ remaining active life.
At December 31, 2004, actuarial losses amounted to €1.816 million.

B ) e e e R A S T s
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13.4. Change in the financial situation of defined benefit plans (in € thousand)

. Oefinsad benefi pension plan

Other defined benefit plons
{inzluting medical coare)

Pepyians

ihes berefit
plans

Aggregale

Prevent valye of sbligations

: Dporing nalirce Al QLD

Exehanee rate vrrahnrg

BO1A GG
3

VRt o seupm of comsolinalion

Dt penidi Gisl

A 5GNE .
Deapfits rid 239 -

[ty Anme

- Rirusnagrazed actuangt Guindings genaraled
TRAGRE I R GE

d20BeE

| Unrsnnrenred (lan FSRGRrLEION (oely

AT 120312004 A

5,423857

Fair value of plan assets

Cpanas nalanos A OHGU00

Exchutoe vate o asglitnm

Expecied rotum o nlan Huals

Cormibunong

L Smmnieonen costs

s Honetds posd

215 88 : s DIREES
Untauogreled s0ann e gaint-1uss ghneritid &% - 41 .
Ehitinsg Sk wmay
A2 WI004 B
55037 B L4

Fair value of plan 355025

3965345 |

Lonefil plan unrosogmzed attoarizl gaintions
of tho ypas

Dpenins nslanca af JUDLS00S

A5% B08

1470802

Exchanoe svin yarsalnes . 8 EG2 " 7y 845
NESANL o Suoie £ Sonnelidation a4 X -

| Arrarenon o wryesogmged aripanal

wifaceniny

o EESUT

L SaTnILRANAD Of 1Y QoD Han co0igantainn

| ronts HF 12655 11 Sud
Lasot26d ¢Claalie arennes geratingd
S0 e vagy SALETE 18,350 356,580
Limsting tecd gl tegrglrizainon cosle
gRhelatad doing B wvda £ - £55

A3 1UIN08 <

Bls

1,363,382

334.78C

1.4658.162

Net lizkiity in balance sheet

AL 121212004 U=a.8.C

04530

4,533,731

1.778.553
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13.4.1. Regional breakdown of the financial situation of other defined benefit plans

in € thousand

Orher defined benefit plans
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13.4.2. Regional breakdown of the financial situation of other defined benefits plans

(in_€ thousand
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13.5 Changes in financial statements (in € thousand)
13.5.1. Balance sheet

ashrad Saneql £nbr Togat Yot
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Annual charges are determined by independent actuaries at the start of the financial
year, as follows:

- charges corresponding to acquisition of an additional year of rights ("Cost of services
rendered during the financial year"),

- charge corresponding to annual discount ("Financial cost"),

- income from estimated return on assets ("Expected return from plan assets"),

- gain/loss from changes in plan services ("Cost of passed services"),

- gain/loss from any reduction or liquidation of plan.

13.5.2. Consolidated statement of income

In 2004, net charges recorded in the consolidated statement of income amounted to
€348.5 million, breaking down as follows (based on the average rate for the period) :
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Cosl of past sedvines ~ 10,360 . 2789
Elfact of isductions o Hyurdations of benefd plans 1,527 - 27032
Subetaryd reonrdod undist pavinll couts 246,550 157 387
ian changes woognized as exceptonal gain
2,804 - 3653
Tare! ) 348,543 84247
13.6 Share Option Plans
Share Option Plan Situation as at December 31. 2004:
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14. Subordinated debt and other long and short-term debt (in € thousand)
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Debt secured by collateral at December 31, 2004
excluding lease purchases and trade receivable securitizations: 76,594
Subordinated debt

On December 3, 2003, the Group made a 30-year 500 EUR million last-ranking subordi-
nated issue {TSDR - Titres Subordonnés de Dernier Rang), callable from December 3,
2013 at the Group's sole discretion, at par and in cash, in quarterly payments.

Initially fixed at 6.375%, the coupon will be calculated from December 3, 2013, based on
3-month Euribor plus 2.95%.

Where no Compagnie Générale des Etablissements Michelin dividend distributions or
prepayments are made, the TSDRs provide for a differed coupon payment option.

Bond issue

In April 2002, the Group launched a bond issue in two tranches:

- €1 billion tranche with a 6.125% coupon, maturing in April 2009,
- €500 million tranche with a 6.5% coupon, maturing in April 2012,

In November 2004, the Group bought up and cancelled an EUR 50 million block from the
bond tranche due to mature in April 2009.

Net debt at December 31, 2004 breaks down as follows (in € thousand):

-Subordinated debt. . ... ... 500,000
-Long and short-termdebt. . ... ... .. L 4,378,723
- Cash equivalents and other short-term investments . .. ......... ... - 235,258
SCash Lo e - 1,420,140
Total . . . .. e e 3,223,325
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Long and short-term debt breaks down as follows between fixed and floating rate debt
and by currency, after taking into account financial instruments:
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15. Off-balance sheet commitments (in € thousand)
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NOTES TOTHE CONSOLIDATED STATEMENT OF INCOME

The consolidated financial statements have been prepared in accordance with French
generally accepted accounting principles, including standard CRC 99-02 published by
Comité de la Réglementation Comptable dealing with consolidated financial statements.

16. Payroll costs (in € thousand) and number of employees

2004 2082
Pay i 085 4871908 49046925
AVRIEQE MUTEOT Of empinyess of lully-consolssied
COMPANas 126,474 2224

17. Research and development costs (in € thousand)

Research and development costs amount to:
- 2004 : 673,774
- 2003 : 710,475

18. Impairment charges (in € thousand)

e 20032
MNet chages lorangairment ot
- Eventarins 12518 . 545
- HCOPETIOS . 15,140 4.63%

Impairment charges related to inventories are included in "Purchases used in produc-
tion" and charges related to receivables are included in "Other operating expenses” in the
consolidated statement of income.

19. Interest income and expense (in € thousand)

2004 2002
Inlerast incone and expanse - 1BS43 - 29430t
Exchangs gans esses) - JBAT - 4,880
Amarization and net movemens in sliowanoas e impagmeant | - 8821 . 4,501
o financias assels
Mel change i prowisiss T 1 I W 5805
Tenal : - 233,217 . 224887
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20. Non-recurring income and expense (in € thousand)
an'f? 2033

ReoIganizalion costs - 23283 - 192.3B%
Oihet ponreuiiing lems - 150732 214044
Toal - 208,055 18,879
Restructuring costs break down as follows (in € million):
-Europe .. -48.5

-Other regions ... .. . e -6.8
Other non-recurring items break down as follows (in € million}:
-BEurope .. - 131.0(0)
-North America . .. ... . -10.2
-Other regions. .. ... L -9.6

(1) Of which EUR 108 million with respect to probable loss to the Group of contemplated transfer of Michelin Wheel operations

(see note 11).

21. Segment information (in € thousand)
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22. Management compensation

Compagnie Générale des Etablissements Michelin is managed by Managing Partners
("Gérants") who are alsc General Partners ("associés commandités”) of the Company. As
such, they are entitled to a share of the income distributed among all the General
Partners in accordance with the provisions of the Company's bylaws. The Managing
Partners do not receive any compensation or other benefits from Compagnie Générale

des Etablissements Michelin or any of its subsidiaries or affiliates.
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2004 Highlights

Business strategy - Acquisitions - Partnerships

Indonesia: Michelin and PT Gajah Tunggal Tbk sign business
co-operation agreements

Indonesia: Michelin and PT Gajah Tunggal Tbk sign business co-operation agreements

On May 12, 2004 Michelin & PT Gajah Tunggal Thk (GT) have signed business ca-operation
agreements focusing on the manufacture of passenger car tires and distribution activities
in Indonesia.

Under the manufacturing part of the agreement, GT will produce a selected range of
Michelin Group's brands of car tires (excluding the Michelin brand), including high speed
rated tires. for various markets served by Michelin. In this context, Micheiin and GT have
announcerd that Michelin simultaneously acquired 10% of GT's share capital. GT expects
th.is co-operation to strengthen its manufacturing base.

Under the distribution agreement, GT will distribute in Indonesia. through its extensive
network, a selected range of Michelin Group’s passenger car and light truck tires, including
Michelin and BFGoodrich brands, for the replacement market. This agreement will enhan-
ce GT'’s and Michelin's distribution and market positions in Indonesia.

Gajah Tunggal (CT) was founded in 1951 and is the largest tire manufacturer in South-East
Asia. GT is recognized for its tires of high standing international quality, having produced
off-take for a number of international tire companies. GT is also recognized as a South-East
Asian pioneer tire brand exported in more than 80 countries throughout the Middle-East,
North America, Europe and Australia,

Hungary: the Nyiregyhaza site will manufacture Passenger-
car/Light truck tires

To cater to growing demand in Central Europe, the Hungarian site of Nyiregyhaza will pro-
duce Michelin Passenger-car/Light truck tires.

Following adjustment of production plant in the second half of 2004, the plant should begin
its new production operations in mid-2005.

The plant’s workforce will be trained in other Michelin Group sites.

Brazil: Michelin ramps up truck tire production capacity

In June 2004, the gfoup announced its intention to invest some US$ 98 million over the
next 2 years to build capacity in its two industrial sites in the state of Rio de Janeiro. The
operation will lead to the creation of more than 160 direct jobs and 800 indirect ones.
The investments, which concern the Campo Grande truck tire plant and the Itatiaia metal
cord plant, will raise existing capacity by 40%.

Today, Michelin is Brazil's Nol radial truck tire manufacturer. By raising production capa-
city, Michelin intends meeting increasing demand for its products and its share of the
replacement and OF market, reducing imports and, as the case may be, exporting excess
production to other countries.

e g —— R R S
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Russia: Inauguration of the Davydovo plant

The Davydovo plant, inaugurated by Edouard Michelin in July 2004, manufac-
tures Michelin branded tires for passenger cars to cater to strong demand the
Russian market, which represents 25 million replacement tires in this segment.
Michelin will be stepping up production in 2005.

Europe: distribution network strengthened

The Euromaster tire distribution network has fully absorbed the Viborg network.

Although some problems rernain in the UK due to a competitive environment, Spain
and France post a good performance and Germany's profitability has improved.

North America: Michelin strengthens its positions on the
retread market

Michelin truck tires and Michelin Retread Technologies (MRT), based on proprietary com-
pounds and treads have been adopted by large truck fleets and independernt truckers alike.
MRT's network of franchises which distributes the tires and carries out retread work as well
as the relevant maintenance work was extended from 36 to 56 workshops in 2004. Michelin
Americas Truck Tires (MATT) and Michelin Retread Technologies alsc extended their port-
folio of key accounts in North America, after the contract signed on 1 August with Yellow
Roadway. Schneider and Penske.

Continued Mobility

A century after it invented the spare wheel, Michelin is now actively developing alternati-
ve solutions to make it a thing of the past while improving driver safety.

It's an irreversible trend: the spare tire is on the way out.

Carmakers are keern to do away with the dead weight so as to gain space, reduce vehicle
weight and thus fuel costs and innovate in the area of vehicle design.

Ar the same time, the use of a tire solution to the run-flat question enhances safety for the
driver, who will no longer have to stop in an emergency at the side of the road, at night or
in the rain. to change a flat tire.

Confident that tire solutions have the upper hand while remaining attentive to its OEM
partners, Michelin has developed 2 solutions, at different levels, to meet various market
expectations:

- The self-supporting tire: Michelin ZP

A solution for the lower end of the market, consisting of a conventional tire with reinfor-
ced sidewalls enabling a vehicle to travel for 80 km at 80 km/h with a flat tire.

- PAX Technology: Michelin PAX System

A technological innovation, more environmentfriendly, bringing the driver enhanced per-
formance and safety and enabling a vehicle to travel for 200 km at 80 km/h with a flat tire.

The year 2004 confirmed that there will be no going back on removal of the spare tire.
Several OEMs have built this major change into their strategies.
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Michelin ZP: BMWV chooses Michelin's self-supporting solution

In Cctober 2004, BMW launched its new Series 1 on the European market and is fitting it
as standard with Michelin ZP

Michelin thus supports OEMs in their effort to do away with the spare wheel and delivers
be best self-supporting solution available when they opt for this technology.

Michelin PAX System crosses the Atlantic in 2004

From the fall of 2004, OEMs on both sides of the Atlantic reaffirm their interest for PAX
System: Honda in the United States and Audi in Europe build PAX System into their res-
pective strategies. Thus, two very different approaches are being used to leverage this
major innovation, which combines enhanced tire performance and safety in case of pres-
sure Joss with respect for the environment.

Audi: Michelin PAX System
across the range

With launch in fall 2004 of the new A4 Audi, the
German carmaker proposes the PAX System
option on all of its Audi A8/AB/A4 sedans.

Honda Odyssey, Michelin PAX
System fitted standard

Launched in September 2004 in the USA, the
new Honda Odyssey Touring mini-van comes
with PAX System as standard equipment. The
Honda Odyssey is one of the most popular mini-
vans in North America.

Excellent road holding and comfort and, above, guaranteed safety in all circumstances are
PAX System’s key benefits used by the Japanese carmakers to gain competitive edge for the
Honda Odyssey in North America.

Michelin-Toyo licensing agreement: the fifth tire manufacturer
to adopt PAX System

On May 3rd, 2004 Michelin Group and Toyo Tire & Rubber Co. Ltd have signed a licensing
agreement that will give Toyo the opportunity to manufacture and sell PAX System.

After Michelin, Pirelli, Goodyear and Sumitomo Rubber Industries, Toyo becomes the fifth
tire manufacturer to adopt PAX System. Thus it covers all key zones of the automotive mar-
ket: America, Europe and Asia.

This agreement highlights Toyo's recognition of the superiority of PAX System technology
and its potential as the new standard of the tire industry.

With this agreement, Michelin pursues its strategy of promoting PAX System as the new
passenger car tire standard.
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Innovation/Products

PASSENGER CAR

Kleber Protectis launched in Germany,
Switzerland and Austria

In June 2004, Kleber launched the Protectis range in Germany,
Switzerland and Austria and on this occasion, adapted its anti-
puncture concept to its summer and winter tire offering with the
Protectis and Krisalp HP Protectis ranges.

New Michelin Pilot Exalto granted the “highly
recommended”’ rating by ADAC, the largest independent
German automobile club.

The new Michelin Pilot Exalto tire achieved the highest score in the dry surface tests &rid
was highly rated in the wet surface tests. Pilot Exalto which was presented in March 2004
at the Geneva Motor Show is the latest addition to the Michelin high performarice range.
It is intended for sports and leisure vehicles and delivers optimum performance on wet
and dry roads together with unsurpassed per-kilometer longevity for its category. It has
been the standard fitment for Renault Clio RS since December 2003 and has been available
on the replacement tire market since April 2004.

The Michelin Alpin range received three stars by German
Automobile Club ADAC for the third year in a row.

ADAC, together with its counterparts in Austria (OAMTC - Osterreischischer Automobil-
Motorrad- und Touring-Club) and Switzerland (TCS - Touring Club Suisse) carried out resis-
tance tests on 35 models. [n all of the tests, the Michelin Alpin and Michelin Pilot Alpin
obtained the highest ratings—"specifically recommended” (ADAC) and “highly recommen-
ded” (OAMTC and TCS).

Michelin ranked highest in JD Power’s Asia Pacific
2004 Japan Winter Tire Customer Satisfaction Index

According to JD Power, Michelin ranks highest in customer satisfaction with
winter tires in Japan. The study was based on responses from 1,130 customers
who purchased a new passenger vehicle between January 2001 and June 2003
and own winter tires. Respondents have driven their winter tires an average of
7,226 km prior to being surveyed. Michelin received the highest ratings from
owners in all 5 factors driving customer satisfaction: tire performance on
snowy/icy road conditions, tire performance on normal road conditions, tire
durability, tire appearance and tire contribution to fuel savings.

On September 23rd, 2004 at the Paris Auto Show, Edouard Michelin presented
the Group's strategy: leading the way towards improved mobility. On this occa-
sion, he unveiled three major innovations for tomorrow's mobility: Michelin
Airless, Michelin Tweel and Michelin Active Wheel, which could revolutionize
our driving experience within a decade or two.
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Michelin Hy-Light, Michelin's concept-car to promote clean
mobility.

On October 12, 2004 Michelin chose Challenge Bibendum 2004 to present its own concept-
car embodying its vision of safer, environment-friendly mobility: Michelin Hy-Light.
Michelin's concept car is a local pollution-free electric car that will reach 100 km/h in twelve
seconds. It features a wheel-borne active electric suspension and chassis stability control
device.

TRUCKS

XOne Tire: market success for an undisputed innovation

The XOne tire won several prizes in 2004 including SAE's (Society of Automotive Engineers)
in North America that rewards an innovative product with industrial applications which has
a major positive impact on the environment and MAN'’s which gave it the “Trucknology
Supplier 2003" prize during launch of its new TGA range. In June 2004, VOS Logistics, a big
European transport firm, ordered more than 115 TGA tractors fitted with XOne

’:TT,;M A ;:;x;::f: Mliﬁtmtv::
2 The new MAN NL 283 fitted with Michelin XOne extra large

tire, was elected “Bus of the Year” in June 2004 by a jury of 20 European bus and coach
industry journalists rides on. The tire is one of the key benefits of this new bus. as it takes
up less room than conventional twin mounts, freeing up space between the rear wheels
and enabling the rear gangway 10 be widened. This improves the flow of passengers and
access for the disabled, thereby shortening the time it takes for passenger to enter and
leave the bus and reducing route travel times.

Michelin showcased its latest innovations at |AA, the
International commercial vehicle exhibition

Michelin presented the Energy EZ range at the Hanover Motor Show (September 23-30).
This double- wave sipes tire solution is designed for small trucks and concept trucks wei-
ghing 6 -12 metric tons. The range replaces the Michelin E range and delivers enhanced
grip as well as a 20% increase in average mileage covered for the driving wheels and 10%
for the front wheels.

Michelin equips Renault’s Radiance Concept Truck.

Yot Ot One highlight of the International commercial vehicle exhibition was Renault's Radiance
concept truck. Its front axle is fitted with Michelin Anti-Splash Energy and the rear axle
with Michelin X One Energy tires.
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India: new truck and bus radial tire launches

Michelin Apollo Tyres Ltd, the new joint venture company set up by Michelin and Apollo
Tyres Ltd, unveiled its new radial truck and bus tires targeted at the Indian market. Based
on Michelin's leading technelogy, the new range will be distributed through Apollo’s large
dealer network. The truck tires are specific to the Indian market and their sidewalls will
feature both the Michelin and Apollo trademarks.

The new truck tires will initially be imported, and then produced at a new rnanufacturing
facility in India. This factory is expected to be operational by the end of 2005.

Given the increasing rate of road infrastructure development in the Subcontinent, this new
truck and bus radial tire offer is expected to accelerate the growth of the radial truck tire
market in India.

Two WHEELS

MICHELIN PRO GRIP - The best of Racing technology avai-
lable in a limited edition from September 2004

Cycling enthusiasts can now acquire the Michelin Pro Grip racing solution for damp condi-
tions and wet surfaces. This special series will be sold in limited quantities.

Michelin Pro Grip was widely acclaimed by professionals in the Spring 2004 races. The tire
solution even opened up new pack racing strategies: Michelin Pro Grip's soft rubber com-
pound derived from GP and Formula | wet-weather tires delivers exceptional (60% better
than Michelin Pro Race) and guarantees total trajectory control when cornering on wet sur-
faces and unprecedented banking capability. It also ensures genuine safety in the event of
emergency braking.

Michelin presents the first 100% Supermotard tire

With the creation of a world championship in 2002 and more and professionals and manu-
facturers attracted to the discipline, Super Motard racing is booming, Michelin felt drawn to
support and encourage this growth and engaged in extensive research to deliver Michelin
Supermotard, the first tire specifically developed for this type of competition. Exclusively
designed for track use, the tire meets the vast majority of conditions and needs no regroo-
ving. It is now available worldwide.

Eurobike Show Michelin presents its 2005 range.

The Friedrichshafen international cycle show which was held from 2 - 5 Septernber 2004
showcased Michelin's Road, Touring Hybrid and Mountain Bike ranges for 2005. For road
cycling, Michelin's Pro2 range, made up of Michelin Pro2 Race, Michelin Pro2 Grip and
Michelin Proz Light available from January 2005, delivers top-class performarce.

In the mountain bike segment, Michelin introduced the Tribes, Experts and Country seg-
ments which are based on type of use. And 1o cater to Cross Country, Enduro and Free Ride
markets, Michelin is also launching two new tread designs: All Mountain and XCR A/T.
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! AIRCRAFT

Michelin to equip the A380 aircraft.

On January 20, 2005 Michelin announced that Airbus had chosen Michelin Tires for the
A380.

Michelin developped a tire capable of bearing 33 tons at 378 km/h thanks to which the ove-
rall aircraft weight has been cut by 360 kg compared with the previous generation of air-
craft tires.

Michelin equips Virgin Atlantic Aircraft with Concorde
Technology

The new ultra long range A340-600 aircraft operated by Virgin Atantic Airways will bene-
fit from NZG radial techniology. Michelin and Virgin Atlantic Airways signed a five-year
exclusive contract to equip Virgin's Atlantic fleet comprising Boeing B747-400. Airbus A340-
300 and A340-600 aircraft with Michelin tires.

EARTHMOVER

MINExpo: The latest tire of the XDR family

At Minexpo, Las Vegas, 27-30 September 2004, the Earthmover product line unveiled the
Michelin 56/80R63 XDR range. Designed for giant dumnper trucks, this 1.425m wide tire
measures 4m in diameter, weighs 4.9 tons and has a load-bearing capacity of 100 tons. It is
already fitted to the Liebherr T282B and will be origina] equipment for a new truck to be
launched by mid-2005.

AGRICULTURAL

Michelin XeoBib wins 4 gold medals

Michelin XeoBib, the new tire concept that runs at constant low pressure of 1 bar or less
in the fields and on the road, delivers enhanced safety at slower and higher speed. It recei-
ved the Agribex 2004 Golden Ear award. The tire's revolutionary architecture significantly
reduces soil compaction and contributes to crop yield. Michelin XeoBib had already gar-
nered the Agritechnica gold medal at Hanover (Germany) and Eima Bologna (Italy). At the
end of 2003, it won the Innovation Prize in the Transportation category at the Dutch
Agricultural fair at Zuid-Laren {Netherlands).
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Travel Assistance

Michelin innovates with a new "Regional” map concept

for France

The "Regional” maps complete Michelin's offering of a new generation of road maps for
France launched in 2002. To meet motorists’ multiple expectations and guarantee an

enjoyable travel experience, the Michelin France map collection includes four innovative
ranges: National, Local, Zoom and, since April 1st 2004, Regional.

Research and Development

In February 2004, Michelin North America, Inc. and
Michelin Americas Research and Development
Corporation announced their partnership in the
Clemson University International Center for
Automotive Research. Michelin will invest $3 million
over five years to endow a professorship in Vehicle
Electronic Systemns Integration. MARC plans to use the
center to expand automotive research it conducts with
Clemson University, OEMs, other automotive sup-
pliers and government organizations. The Clemsen
University International Center for Automotive
Research (ICAR) will open in fall 2006.

Finally, Michelin's involvement in [CAR will accelera-
te the development of state-of-the-art electronics and
intelligent tire systems for automobiles and trucks.

Communication

Michelin adopted a new corporate baseline

On May 14, Michelin launched its new corporate baseline, A better way forward.
Unveiled at the Annual Shareholders’ Meeting, the baseline reaffirms the company’s mission
of “contributing to sustainable mobility of goods and people by making transportation safer
and easier, as well as more efficient and enjoyable.”

The new baseline underscores Michelin's daily commitment of improving mobility, reflected
in its innovative products and services.

The "Michelin, a better way forward” baseline has been adapted to 31 local languages.
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Finance

Michelin's Financial rating confirmed in June 2004

Moody's confirmed its long-term and short-term ratings of Baa2 & P-2 and Baal & P-2 for
CGEM and CFM respectively
Standard & Poor's confirmed its BBB+/A/2 issuer ratings for CGEM with a negative outlook.

Michelin’s sales reporting policy amended in April 2004

In light of the competitive environment. Michelin has decided to adopt a new presentation
for its sales reporting. The Group believes that it is in the best interests of its shareholders
to be consistent with industry-wide reporting standards.
Accordingly, Group sales variations compared to the market will be expressed in qualitative
terms as follows:

= means Michelin's perfermance in relation to the market is +/- 0.5%

— means Michelin's performance in relation to the market is between - 2.5% and - 0.5%

— Michelin’s performance in relation to the market is > - 2.5%

+ Michelin's performance in relation to the market is between 0.5% and 2.5%

+ + Michelin's performance in relation to the market is in excess of 2.5%.

Michelin sets forth the main Group accounts items impacted
to date by transition to IFRS standards

On January 20, 2005 Michelin convened a meeting with analysts at which Mr. Michel
Rollier, Group CFQO, assessed the main Group acco(mting items currently recognized as
being impacted by transition to IFRS standards. In line with French market authority
recommendations, Michelin thus provided the international financial community with
all available information required to make a fair assessment of the Group's situation in
light of the forthcoming change in accounting standards. In conclusion, Mr. Michel Rollier
stressed that the main impact areas on Group consolidated accounts were identified and
under control. Adoption of IFRS standards has consequences both in terms of measurement
and presentation.
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Performance and Responsibility

Challenge Bibendum

The year 2004 was a turning point for Michelin’s performance and responsibility in the ser-
vice of environment-friendly mobility. Michelin shared its vision of mobility for the future
at Challenge Bibendum 2004, hosted by China in Shanghai. One of the world’s premier
clean vehicle events, Challenge Bibendum 2004 fully fulfilled its role as a platform for car
manufacturers and dectsion-makers worldwide to discuss their strategies and renew their
commitment to environment-friendly technologies and policies. Shanghai 2004 Challenge
Bibendum will also stand out as an event in which actors worldwide declared safety a key
global concern.

Road Safety

On December 16, Michelin, member of the European Road Safety Charter and founder of
Challenge Bibendum, joined a five-yzar international project dedicated to reducing road
traffic casualties in the developing countries.

Michelin and its shareholders

In 2004, Michelin organized meetings with its shareholders in Paris and in the regions.

In January 2004, at a meeting organized in Paris at Carrousel du Louvre under the chair-
manship of Mr. Edouard Michelin, attended by 2,600 Group shareholders, a number of
workgroups were held on strategic themes such as international development, the envi-
ronment and innovatior.

A number of local meetings have been organized since December 2004 in regional towns
along with other companies. The first two such meetings were held in Bordeaux on
December 1 and Strasburg on December 16.
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Michelin and its employees

Forward Job planning and productivity measures

In France, Michelin recruited 785 people in 2004, including more than 280 managers, col-
laborators, technicians and supervisors and 500 production workers. These recruitments
reflect the Company’s need to make up for retirements in the next few years.

In June 2004, as part of MFPM’s job management plan, the Company indicated that close
to 6000 staff would leave the Company before the end of 2006 as a result of retirement
leave, as part of an early retirement scheme or through staff turnover.

On account of this large outflow and of the need to renew our age pyramid, the Company
will maintain the recruitment momentum begun in 1998 and recruit on average one thou-
sand new staff every year over the 2004-2006 period.

On June 17, 2004 an agreement on a voluntary early retirement scherme PRP (Pré Retraite
Progressive) was conclurded with staff representative bodies. Pursuant to the agreemen,
French public authorities authorized conclusion of an Early Retirement Scheme. This sche--
me will allow the employees concerned (760 staff including 90 production and administra-
tive workers to prepare for retirernent through a gradual reduction of their working hours.

In Germany, the Workers Committee and trade union representatives have signed in
Septermber 2004 a cost reduction agreement to make the German sites more competitive:

In North America, Michelin and the metal workers union (USWA) signed new pay agree-
ments in August 2004 in the 3 BFGoodrich Tire Manufacturing plants in the United States
and in one Canadian site. Under these agreements, a 20% cut in payroll costs was negotiated,
based on substantial cost control and operational efficiency measures. As a result, all 4 plants
should bridge the competitivity gap and go a long way towards adopting the competitivity
and flexibility standards of the other North American plants.
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Dear Madam, Dear Sir,

Dear Shareholder,

The resufts obtained in 2004 are confirmation of the progress Michelin has consistently accomplished
in recent years By pursuing our strategy of selective growth, and through strict cost control, we have been
able both to absorb spiralling external costs and to improve our performance at all levels.
Prominent among the year’s fine achievements, allow me to mention the constant progress
in safety that we have made in our plants. The accident rate has fallen again, and by 42%
this time, after a 45% drop in 2003.

1 wish to salute here the unflagging commitment of all Michelin teams.

Headway has been made in all business segments. The operating income has reached an
all-time high, and at 8.3% the operating margin has increased by 0.9 points.

Net income fs up 60%, and net financial debt continues to show a downward trend, moving
from 78% to 69% of equity.

The Group has generated a positive free cash flow for the fourth year in a row, whifst investing
actively in its industrial growth and research.

The dynamics of this progress and the confidence which we have in the Group's future enable us to submit
to the approval of the forthcoming Annual Shareholders' Meeting a net dividend of 1.25 euros, which is an
increase of 35%.

After the dividend pause last year, we feel that this rise in dividend will prove to be motivating not only for all
our fnstitutional Shareholders, but also our individual Shareholders, more than 67,000 of whom work for
Michelin, and who are particularly sensitive to our dividend policy.

At the next Shareholder’'s Meeting, Mr. Zingraff and | will propose that our Chief Financial Officer,
Mr. Michel Rollier, be appointed Managing Partner. Mr. Rollier has a vast experience of the Michelin
Company. He has made a formidable contribution to its operations and managerial efficiency. As a joint
Managing Partner, Mr. Miche! Rollier will be in a position to help steer the Company and, upon Mr Zingraff’'s
retirement, to ensure a seamiess transition.

We will also recommend appointing two new independent members on the Supervisory Committee,
Mrs. Laurence Parisot, a French national, CEQ of Optimium and the IFOP Group, and Mr. Patrick Cox,
an Irish national, Senior Partner of European Integration Solutions and former President of the European
Parliament. This will further enhance the representation of Shareholders in the close relationship between
Michelin and its Supervisory Committee.

The year 2005 promises to be yet another one in which challenges will abound and in which we shall have
to bear the additional burden of further raw material cost increases. But despite this negative factor,
we expect the dynamics of our progress combined with our proven competitive edge to ensure we post
operating results at least as good as last year’s.

We are already well on our way to reaching our strategic objectives.

Thank you for your trust,

Edouard Michelin

2-3354
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Michelin delivers significant performance improvement,
despite continuing inflation of external costs

i Operating income is up by 13.7%, with the operating margin gaining 0.9 percentage
points over 2003 at 8.3%;
The "Other Activities” segment has returned profits for the first time since 2000.
Consequently, each of the Group’s three activity segments has contributed to this

performance;

2 Net income has risen 60%;

In millions of euros ‘December 31,  Variation December 31,
(French GAAP)* . - 2004 / 2003 2003
Net sales +2.1% 15,370

At constant scope and exchange rate +6.0%

Operating income +13.7% 1,143
Operating margin as a % of net sales +0.9pt 1.4%
Net income + 60% 329

*The rules and methods applied for the establishment of the consolidated accounts at December 31, 2004 comply with accounting rule 98-02 of the French
Committee of Accounting Regulations (Comité Frangais de la Réglementation Comptable)

At 8.3%, the operating margin shows
a significant improvement on 2003
(7.4%), in spite of the deterioration
in the operating environment

in 2004, steadily escalating external expenses cost
the Group the equivalent of 35% of the total
operating income, producing a 3.1 percentage point
negative effect on the operating margin.

The jump in external costs is, once
again, primarily related to raw
material consumption costs (+ 11%
compared to 2003 at constant
exchange rate). However, the
Group was able to more
than absorb these costs and show

a 0.9 percentage point gain in its
operating margin over 2003, because of
the improvements in price mix {+3.2%)
combined with a 2.7% volume growth.

In conjunctien with sustained growth
in productivity, these achievements highlight
the lasting success of Michelin's strategy
which is focused on selective growth and

Earnings

for
2004

improved industrial flexibility.

Another key element of this strategy is the balanced
geographical spread of the Group's sales and
production which helped to mitigate the influence
of exchange rate fluctuations. In virtue of
the protection afforded by this strategy, the
appreciation of the euro versus the dollar (+9%

year-on-year) has had only a slightly negative
impact.

Lastly, the influence in the scope
of consolidation has been minor,
as the fully integrated operations
of Viborg were consolidated over
12 months, against 9 months
in 2003.

Net income is up 60%

Net income includes 206 million euros of non-
recurring losses, more than half of which corresponds
to a provision booked to cover a potential loss on
the planned transfer of Michelin’s activities in the
wheel business to the German family-owned
company Mefro, as announced in February 2005.
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Once again Michelin has produced
a strong cash flow to finance growth
and selective acquisitions

Taking advantage of a substantial cash flow
representing yet again almaost 9% of net sales,
Michelin was able to allocate 1.1 billion euros,
i.e. 7% of net sales, to capital expenditure,
in consistency with the Group's strategy.

Increases in capacity and in selective
acquisitions in the course of the financial
year were essentially targeted at
strengthening the Group's foothold in certain
key emerging markets, such as China,

indonesia, India, Thailand, Rumania and Russia.

After financing the Group’s expansion in 2004,
free cash-flow remains positive for the fourth year
in a row at 226 million euros.

Continued decrease of the Group's
financial debt in 2004

At 3,224 million euros, net financial debt decreased
by 6.3% compared with 2003. Once again, Michelin
was able to bring down its gearing ratio (net
debt/equity), which now stands at 69%, compared
to 78% at the end of 2003.

* Free cash-flow - cash-flow - change in working capital required - total net

investments (capital expenditures and financiat | 1s)
Financial information by activity
French GAAP Operating income Operating
margin
(% of sales)
2003 Variation 2004 - 2003
04/03
Millions %
ofeuros  of total “i
Passenger Car-Light Truck: 664 581% +101%  97%  89%
Truck 521 456% +52% 13.0%  131%
Other activities™ (42) - 371% +147%...04% (0.9%)
Group total 1143 100% +137% 83% 74%

*QOther Group activities include specialty tires, distribution activities, wheels, maps and guides, ViaMichelin and Michelin Lifestyle. Each of them accounts for
less than 10% of the Group’s consolidated net sales. The results of these activities may vary substantially. Usually, the operating profitability of distribution is

below that of manufacturing activities.

The Passenger Car-Light Truck segment
posted a 8.7% operating margin, up by
0.8 percentage points compared (o 2003

Given the context of highly contrasted markets and
the strong increase in the cost of raw materials
described above, the successful performance of this
activity segment in 2004 is essentially due to further
improvement in product, brand, and OE/Replacement
mixes in both emerging and mature markets.
The successful result is also to be attributed to our
firm price policy in the face of rising costs and to
the continuation of the efforts deployed in both the
East and the West to enhance industrial efficiency.

The Truck has maintained its operating
margin at a high level of 13%.

Although this activity is more exposed, proportionally
speaking, to the increasing costs of raw materials such
as rubber and steel in particular, the Truck Tire segment
was able, as in 2003, to anticipate these rises in costs
by increasing its prices accordingly. Despite a marked
downturn in the second half of the year, market
demand remained active on Original Equipment
markets and the North American Replacement market.
Although signal success of the Michelin brand was
noted on the main Replacement markets, the Group’s
production capacity did not always enable it to seize
certain opportunities that arose.
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Qther activities wrned profitable
for the first time since 2000

This remarkable achievement can be attributed
to increased productivity overatl, strict cost
management and rigorous pricing enforcement,
despite the severe impact of further deterioration in
raw material consumption costs.

Results of specialty tire businesses have benefited
from the positive effects of restructuring initiatives
and buoyant tire markets.

Taking into consideration the full integration of
Viborg, controlled distribution activities in Europe
have shown significant progress in profitability
compared to 2003.

The wheel business, which is in the process of being
transferred to the German Group, Mefro, has been
repeatedly successful in the steps taken to restore
its profitability.

New reporting segments

As of January 1, 2005, Michelin has chosen to
adopt a new presentation of its segment
information. The Group projects a more consistent
image of its value chain by integrating the tire
distribution activities into the main industriai
operations (Segment SR1: Passenger car and Light
Truck, and related distribution activities; and
Segment SR2: Truck and related distribution
activities). In addition, a "Specialty Businesses”
reporting segment (SR3) has been created covering
the other operations: Specialty Tires {Earthmover,
Agricultural, Two-Wheel and Aircraft), the Wheel
business (in the process of being transferred), Maps
and Guides, ViaMichelin and Michelin Lifestyle.

Qutlook for 2005

Michelin expects mature markets to grow in line
with their annual long term trends (+2 to +3%) and
to continue to enrich their product mix. Emerging
markets such as China, Eastern Europe and
South America should exhibit more dynamic growth
rates ranging from 8 to 10%.

[t should be emphasized that, in view of an
exceptional first six months in 2004, the first half
of 2005 will be certainly less supportive.

In this penalizing context of rising prices, and by
taking into account an estimated 13% increase in
the cost of raw materials in 2005 at constant
exchange rates, Michelin will continue to work
harder than ever in improving its performance and
“ground clearance”.

The Group is confident in its ability to clear
obstacles just as efficiently as in 2004, and to
continue its progress.

- Dividend up by 35%
7 At'the Annuial General Meeting to be

convened on May 20, 2005, the Managing
Partners will propose a dividend of 1.25

“-euros per share, which is a substantial

increase compared to last year.

The;digvidend proposed reflects not only the
~~substantial improvement of our results but
also our faith in the Company's long-term

. prospects. It also takes into account the
~“changes in dividend taxation. After last year's

~dividend ‘pause, this increase should put

~Michelin up top among the main large
, companies. '

Net sales Operating income 2004 .Operating margin
(Millions of etiros) French GAAP - French GAAP (%)
{Millions of euros) {% of Group) T
SR1 8,292 157 58.3% 9.1%
SR2 4,899 505 38.8% 10.3%
SR3 2,666 37 29% & 14 %
Inter-segment (168) o
Total 15,689 1,299 83%
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In thousands of euros 2003
OPERATING REVENUE
Net sales 15,369,820
Reversal of allowances 28,208
Other operating revenue 576,621
15,974,649
OPERATING EXPENSES
Purchases used in production 5,372,669
Payroll costs 4,996,925
Other operating expenses 3,360,310
Taxes other than on income 244,355
Depreciation and amortization 818,526
Charges to allowances and provisions 38,792
:(14,831,577)
OPERATING INCOME 1,143,072
Net interest expense 7(213,217) (224,887)
OPERATING INCOME FROM ORDINARY ACTIVITIES 1,085,910 918,185
Net non-recurring expenses #+(206,055) 18,679
Income taxes (315,798) - (261,435)
NET INCOME OF FULLY CONSOLIDATED COMPANIES . ‘564,057 675,429
Income (losses) from companies accounted for by the equity method * .- (1,310) (8,750)
Amortization of goodwill T .(35,584) (337,817)
NET INCOME BEFORE MINORITY INTEREST 527,163 328,862
NET INCOME 515,138 - 317,532
Minority interest 12,025 ¢ 11,330
Basic earnings per share (in euros) 3.59 ¢ 2.23
Diluted earnings per share (in euros) #3569 2.23
Simplified balance sheet

In thousands of euros 2003
Fixed assets 2 | 6,601,423
Current assets . 9,565,480
« of which inventories 2,768,136
+ of which cash equivalents and cash 655;3 1,773,656
TOTAL ASSETS 2 5*"'1“5,,17@):549 16,166,903
Shareholders' equity . 4,601,905 4,327,360
Minority interests st T4, 81,703
Provisions for contingencies and charges 2,988,721 3,006.360
Liabilities, deferred income and accrued expenses 8,505,233 8,751,480
« of which subordinated debt 500,000 500,000
» of which long and short-term debt " 4,378,723 ¢ 4,713,518
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 16,170,549 = 16,166,903
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The new Michelin VTT tire, The Michelin XCR All-terrain proves its unbeatable grip.

Our American customers
say they are satisfied!

J.D. Power and Associates has given Michelin
3 new awards following a consumer satisfaction
survey conducted in North America. The Group took
first place in OE top-of-the-range, 4x4 and entry
level/mid-range categories. The survey gauged
overall customer satisfaction on five tire
characteristics: quality and durability, roadholding,
appearance, traction and fuel economy.

Ever since 1889, when
1D. Power launched its
first tire customer
satisfaction studies,
Michelin has carried
off 41 awards for its
original egquipment
tires and 21 in the
replacement market |

The grip of Michelin footwear

Michelin has appointed the US company Gear Six
Technologies to extend its footwear activity to the
global market. Michelin Lifestyle has granted a
worldwide license to this company which will
market the Michelin brand of footwear for hiking,
sports and safety.

" Enhancing mobility with more freedom, safety and
efficiency as well as the enjoyment is the mission of
the Michelin group. There are numerous paraliels
between tires and shoes, in particular the way
in which contact with the ground is managed.
Through footwear, we will promote many of the
values and advantages that customers riding
on our tires already benefit from, notably;
outstanding performance in terms of comfort,
durability, grip and safety” explained Chris Dawes,
the Director of Michelin Lifestyle.

Michelin Power Race, a new
hypersport motorbike tire

Last January Michelin presented its new motorbike
tyre to the world's specialized press: a “dual
compound” tire featuring breakthrough
technology sharing skills and supporting
extensive synergy between racing performance
and the development of commercial tire ranges.
Like MotoGP tires,
the Michelin Power
Race comprises
two distinct tread
zones, with the
possibility of using
different rubber
compounds for the shoulders and the center, hence
the name Dual-Compound. Each one of these
compounds delivers a different performance
depending upon whether the machine is on a
straight-line course or cornering. The development
of the Michelin Power Race tire marks a turning point
in the manufacturing of series motorbike tires
worldwide.

The "Bus of the Year”
rides on Michelin X Ones

The new MAN NL 283 City bus, recently voted
"Bus of the Year 2005" by a European jury of
bus and coach industry journalists, rides on Michelin
X One tires. This is the first time a vehicle
manufacturer has chosen to fit a series model with

Michelin X Ones, which in this instance were
Jjudged to be one of the most innovative
features of the bus. They take up less room than
conventional twin mounts, freeing up space
between the rear wheels and enabling the aisle
between the seats to be widened. This improves the
flow of passengers, and decreases the time required
at each bus stop for boarding and alighting.

Michelin X Ones which replace the previous
equipment on the front axle reduce bus weight by
112 kilograms and achieve fuel savings of around 2%.
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The third success in a row for Sébastien Loeb (Citroén-Michelin) in the Monte-Carlo Rally.

Michelin Pilot Exalto,
Spain's tire of year

Every year the Spanish magazine “Neuméticos
y mecdnica rdpida” organizes a competition to
identify the best car tire on the Spanish market.

This year, a jury made up of tire professionals from
the fields of manufacturing
and distribution, plus
experts  from  the
specialized press, had to
choose the winner from
seven car tires entered.
Michelin Pliot Exalto
swept aside all the
competition to become
“Tire of the Year 2005",

Michelin Performance
and Responsibility: developing
our supplier relations

At the end of 2004 the Michelin Group published
the "Michelin Purchasing Code” and subsequently
began to ensure that a copy of it was given to
all our suppliers. Bearing in mind that purchases
represent approximately one half of the Group's
sales figure, it becomes immediately clear that
the choice of cur suppliers is a malter of
paramount importance in the Michelin
Performance and Responsibility approach.
What we understand by responsibility does not stop
at the factory gates.

This document explains to our suppliers what we
expect of them, in addition to the technical
characteristics and the prices
of the products or the services
that we purchase. We want to
be sure that their business
practices and our values are
consistent with each other,
especially with regard to
key questions such as child
labor working conditions and
the means of controlling their impact on the
environment. It is our purpose to work with
companies committed to achieving progress not
only in the technical field but also socially and
environmentally.

Michelin supplies solar energy
in Germany

Michelin and Voltwerk, one of the world’s specialists
in solar energy, have joined forces to supply clean
electrical power to German households. This is a
king-size chailenge because it is the largest solar
project in the world, In order to achieve this
objective, Michelin has made the roof area of its
German plants available to Voltwerk in Homburg,
Landau, Karisruhe, Bad Kreuznach and Bamberg
where 60,000 solar panels will gradually be
instalted; the total panel area will cover 200,000 m?,
which is the equivalent of 40 football pitches!

Taken together, these solar panels should be
capable of producing 10 Megawatt-peak per year,
which is enough to supply the annual energy needs
of 2,600 households.

Practical Travel is a tailor-made
trip

A new collection of tourist guides called Michelin
Voyager Pratique will come out in March. These
guides will enable tourists to plan made-to-measure
trips, whether they wish to take a week-end break,
or go on a long trip for either relaxation or
adventure. Featuring plans for theme trips, maps,
on-the-spot itineraries, hotels and restaurants

offering good value, these new guides focus on
answering all the practical questions arising
before and during the trip,

The following eleven guides are already available:
Andalusia, Catalonia and Barcelona, Continentat
(Greece and the lonian Islands, The Greek Islands and
Athens, Ireland, Morocco, Marrakech and Essaouira,
Portugal, The South-Western States in the USA, Tunisia,
Turkey; and there are eight more to come in 2005.

Page 7/8



slent of the places ,

o-read.: aving

Variation of CAC 40 index and the Michelin share price

29/12/2000 28/02/2005 Variation over 31/12/2004 28/02/2005 Variation over

G

the period the pericd
CAC 40 592642 402716  -3205%  3,821.16  4,027.16 +5.39%
Michelin share price 38.55 53.90  +39.82% 47.19 5390 +14.22%

leference between

1M|chehn and CAC 40" +8.83

* Highest price in 2005: 54.80 € on February 18 200 -
* Lowest stock price in 2005: 45.89 € on January 12
* Average daily trading volume in 2005:

822,190 shares

Euronext Paris - Eurolist 150
Local equity - Compartment A (Blue Chips)

ISIN: FRO000121261

Indices: CAC 40 - Euronext 100

Par value: 2 euros 100 ¥
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CONDITIONS OF ENTRY . -
TO THE GENERAL MEETING .

Every Stockholder who is entéred in the Compény‘s
regnster of Stockholders no !ater than:five days .
: prlor to-the day of the meetmg wn' f'dless i
of the -number of shares they “hold; 't én(!ﬂéd?fyiv;”;
to attend the meetmg or ‘be fepresented Zai the‘/‘ ";'3
‘megting, either. by t
' spouse-acting as proxy, o, \ for Stockhulders who >
are not French residents, through the |ntermed|ary
,reglstered by them wrth the Company, subject

: Please let us know B
mtend to'be present
soon as possuble me enc osed envelo|
a proxy form together with a pos
indicating your; preferences :

SEC File #82-3354

‘Mixed
‘General Meeting
- of Stockholders

at. the Polydéme, Place du 1*-Mai,
Clgrmont -Ferrand (Puy-de-Déme), France

April 11, 2005
Dear Stockholder,

This year, we are holding our Mixed General (Ordinary and Extraordinary)
Meeting on May 20, at Clermont-Ferrand, and hope to welcome
as many of you as possible.

At this Meeting, you will be asked to approve the 2004 accounts
and the allocation of profits. You wil also be asked to vote on proposals
to appoint two new members to the Supervisory Board; both are
remarkable individuals with a broad range of experience, who will
further strengthen our Supervisory Board and therefore contribute
substantially to the growth of Michelin through the impressive range
of skills they bring us. Mrs. Laurence Parisot and Mr. Patrick Cox will
attend the General Meeting on May 20 to introduce themselves to you.

The Extracrdinary General Meeting will ask you to adopt the proposal
to appoint Mr. Michel Rollier as a Managing Partner to work alongside us.
He is, as you will know, a man of many outstanding qualities, whom
many of you will have had the opportunity of meeting at the General
Meetings and Stockholders Meetings that so many of you attend.
He will make a major contribution to ensuring management continuity
in your company and will help us prepare for the retirement of
René Zingraff.

A better way forward .
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B You will be asked to vote on the conditions under which double voting rights are granted. We believe that this
arrangement offers many benefits, because it recognizes that those Stockholders who maintain their commitment to
the company over the longer term are better qualified to influence strategic decisions. The double voting right concept
is appropriate for today's business world, because it reflects the amount of time companies need in order to fulfill their
responsibilities and contribute to sustainable development. We want to extend these double voting rights to all
Stockholders, regardless of nationality, which we are currently prevented from doing by an old provision which is still
contained in our articles of association; we.therefore propose that you adopt the motion to change it.

You will also have the opportunity to vote on the share dividend. This year, we are proposing a very significant increase
in that dividend, which we hope will be interpreted by our Stockholders as a strong sign of our confidence, and one which
reflects the significant improvement in our profits, our belief in the long-term prospects of our company and the tax
changes applying to the payment of dividends. Following on from last year's break in the trend, this increase should make
the Michelin dividend at least as attractive as the best dividends paid by major companies, and encourage more people
to invest in Michelin, whilst rewarding the loyalty of long-term Michelin Stockholders.

We also inform you in this Notice of the use we are making of those authorizations you gave us previously concerning
the granting of stock options. You will be aware that we apply an extremely strict and precise procedure to the correct use
of stock options, and one that is very different to the departures from good practice we have seen in some corporate
groups over recent years.

Whilst on the subject of stock options, we would like to draw your attention to the fact that over 1,000 people working
for the company have benefited from these arrangements over the last four years. Compared with many companies,
the gap between the largest beneficiaries and the smallest is very modest. These two facts deserve to be emphasized,
because they set us distinctively apart from the general practice seen elsewhere.

Every year, this Meeting provides a special opportunity for us to meet at Clermont-Ferrand and discuss important issues
surrounding the life and running of your company. Michelin is 127,000 men and women around the world; all of them
passionate about the work they do. Michelin is also the huge number of customers worldwide that we strive to serve
better every year. But Michelin is also you, the Stockholders, many of whom have supported us for many years.
This Meeting allows us to build on the open, direct and constructive dialogue we engage in throughout each year.

We look forward to receiving your acceptance to our invitation.
Yours sincerely.

Edouard Michelin René Zingraff
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Mixed General Meeting of May 20, 2005 23

B Managing Partner’s report ;

@ Report of the Supervisory Board.

@ items within the competence
of the Ordinary General Meeting

I® Reading of the Auditors’ reports on the consolidated

M The transfer of €200,000,000 from the special long-

and corporate accounts for the 2004 financial year and term capital gains reserve to an ordinary reserve account;
the special Auditors’ report on the conventions described ) )
in Article L 226-10 of the French Commercial Code; @ Appointment of two members to the Supervisory Board;

8 Approval of the corporate accounts for 2004 and the B Authorization for the Company to trade its own shares
operations described; on the Stock Market.

2 Allocation of profits for 2004;

8 Approval of the consolidated accounts for 2004;

@ items within the competence

of the Extraordinary General Meeting

B Appointment of a Managing Partner and the corresponding & Deletion of the nationality condition applying to the
modification of the company’s articles of association; allocation of double voting rights and the corresponding
modification to article 22, paragraph 5, of the company’s

articles of association.
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Overview’

Global tire markets grew moderately in 2004, but
at contrasting rates at different points in the year. After
growing at an exceptionally high rate during the first half
of the year, they gradually fell during the second half
to meet their long-term trend of between 2 and 3%
per year.

In Europe, the decline in the "mass market” ** for replace-
ment Car and Light Truck tires continued (-5%), in contrast
with the strong growth seen in the High-Performance
(+11.7% in VZ-rated tires) and Winter tires (+6.5%)
segments. The original equipment market showed a slight
recovery (+0.9%).

The Truck replacement market suffered from the generally
low level of economic activity in the region and higher fuel
costs, although the original equipment market showed
strong growth (+15%) as a result of sustained demand in
export markets.

In North America, the Car and Light Truck replacement
market showed a 4% downturn in "mass market” tires,

Michelin on the markets

The Car and Light Truck markets grew more slowly than
in 2003, with a slight increase seen in replacement tires and
stability in the original equipment market. Sales volumes
remained stable, although their quality improved signifi-
cantly. Group sales grew by 0.9% at constant exchange
rates, to €7.53 billion. In 2004, the Michelin brand increased
its market share in every target replacement tire segment in

contrasting with a 13.3% increase in High-Performance
tires and an 11.3% rise in 4WD tires. The original equip-
ment market fell back slightly during the year. On the
other hand, the Truck markets benefited from a buoyant
economic environment, to grow by 3.8% in replacement
tires and 35% in the original equipment market.

Amongst our emergent markets, Argentina, Brazil and
Chile grew strongly as their economies recovered.
Sustained growth was aiso seen in Central and Eastern
Europe, with growth of over 10% in High-Performance and
Winter tires for cars, and radial tires for the Truck market.

In China, the car and Truck replacement markets saw
two-figure growth, with the trend towards radial tires
continuing to grow. The market for original equipment car
tires grew by 15%, showing a marked shift in relation
to previous years. Australia benefited from strong growth
in the mining industry, whilst Japan remained fairly stable
in both the original eguipment and replacement markets.

North America, Europe, Japan, as well as in growth markets
such as China.

The growth strategy adopted for replacement tires is now
delivering sustainable results. Sales in Europe grew globally
in line with market growth, but delivered much more
impressive performances in the Winter, High-Performance

* For more detailed tire industry and market information, please refer to the "Michelin 2005 Factbook”, which can be viewed and downloaded from

our web site at www.michelin.com

** “Mass market”: range-entry tires of 13" or 14" diameter and S/T speed rating (maximum speed of 190 kph).
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and Leisure segments, with stronger market positioning for
the Michelin, Kléber and BFGoodrich brands. In North
America, sales in the SUV and High-Performance segments
of Michelin and BFGoodrich rose substantially, although
sales of certain own-brands fell as a result of Michelin's
selective approach. In China, the Michelin brand again
improved its position in what is a dynamic replacement tire
market, thus confirming its status and reputation. -

After three years of falling volumes in thé European original
equipment market, sales grew against a virtually stable
market background. In the shrinking North American
market, Michelin remained selective in terms of profitability,
at the expense of sales volumes. The Group’s ambitious
partnerships in Asia are progressing, alongside the major
global carmakers now operating in China, Korea and
Japan.

With very strong markets in North America and a more
mixed picture in Europe, Truck tire sales volumes grew by
3.9%, with turnover up by 6.4% to €4.22 billion, despite
a very unfavorablie exchange rate.

in replacement tires, the Group improved its market share
and continued to optimize its product mix in Western
Europe, which particularly benefited the Michelin brand
and the most technically advanced products. The service
quality offered by Michelin Fleet Solutions appealed
to many new major operators. Michelin consolidated its
leadership in the retreading market, with sales up by 3.9%.
In Central Europe, Eastern Europe and Russia, Group sales
progressed well, with market share gains in our target
segments. In North America, sales to major transport fleet
operators rose in terms both of volume and Group market
share. The commercial success of the Michelin X One
extra-wide tire in the USA was confirmed in 2004, making
this product the reference against which the rest of the

market is measured. In retreading, the Michelin Retread
Technologies process is being adopted by an increasing
number of distributers. Sales of radial tires continue their
strong growth trend in South America and Asia. In China,
sales growth was slower as a result of the sudden
introduction of a new law to contro! vehicle overloading.

In the original equipment markets, many of which are
growing strongly, Michelin was unable to meet the full level
of demand from manufacturers, because of the need
to ensure satisfactory supply levels for the replacement
market. The Group consolidated its advanced partnerships
with those manufacturers keen to introduce major innova-
tions, such as the Michelin X One.

At €4.85 billion, Group sales for all other activities
remained virtually unchanged in comparison with 2003,
These activities include controlled distribution, specialist
tires, wheels, publications, electronic mobility services and
Michelin Lifestyle.

Sales of specialty tires, whose markets have been generally
well targeted, grew by 8.3% in volume terms. Sales of tires
for heavy plant grew very strongly during the year. Demand
for agricultural tires proved more dynamic than forecast in
Europe and the USA. The market for motorcycle tires was
particularly well sustained in North America, with growth of
10%. However, the strength of the euro took its toll on
sales of Michelin aircraft tires.

In controlled distribution, Euromaster completed its
program to refocus the company on its core business and
concluded its plan to incorporate the distribution activities
of Viborg. Sales at TCl, in North America, grew modestly
during the year.

Lastly, the reorganization of the steel wheels activity
progressed faster than anticipated.
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Results and balance sheet’

Turnover for 2004 totaled €15.69 billion; a 2.1% increase
on 2003, At constant scope and exchange rates, this figure
represents an increase of 6%.

At €1.3 billion, operating prdfit improved significantly to
reach its highest level ever. At 8.3%, the operating margin
was 0.9 points higher than in 2003.

In 2004, Michelin was confronted by continued and
substantial rises in external costs, resulting in a €452 million
increase in expenditure compared with 2003. Raw materials
costs grew by 11% in 2004 on a constant basis. The
improvement in the price mix during 2004 and the Group’s
cost control measures enabled Michelin to more than offset
these additional costs.

The protection traditionally given by the relatively well-
balanced geographical distribution of Group sales and
production limited the negative effects of a 9% apprecia-
tion of the euro against the US dollar. The result of this
effect was limited to an additional €38 million in terms of
operating profit.

Changes to the consolidation scope had only a very slight
impact {-0.2 points) on operating margin.

Operating profit in the Car and Light Truck sector grew by
10.1% to €731 million, with operating margin increasing
by 0.8 points compared with 2003 to 3.7%. In fact, during
the first half of the year, it broke the 10% barrier for the
first time, peaking at 10.4%. Against the background of
variable markets and significant increases in raw materials
costs described above, the good performance delivered
by this sector in 2004 resulted chiefly from the additional
progress made in its brand product mix and original equip-
ment/replacement balance in both mature and emergent
markets, its firm pricing policy when faced with the cost

increases previously referred to and its continued efforts
to improve manufacturing efficiency, in the West as well
as the East.

Proportionately more exposed to the strong rises in
raw materials costs, the Truck sector was able to anticipate
these effects by increasing prices in all its markets. Growth
in the original equipment market was much stronger than
forecast and resulted in a degree of imbalance between
original equipment and replacement products. Constrained
by its production capacity, Michelin was not able to seize
every opportunity offered by the market. Nevertheless, the
Truck sector delivered a high leve! of margin, which, at
13%, is consistent with that of the previous year. Operating
profit grew by 5.2% to €548 million.

The operating profit for other activities has been trans-
formed in one year from a loss of €42 million to a profit
of €20 million, as operating margin grew by 1.4 points
to 0.4%. In particular, the operating profit generated
by specialty tire activities grew very significantly. Controlled
distribution activities, although still loss-making, improved
their intrinsic performance.

At 31%, gross margin fell back slightly from its 2003 level.
This trend was the result of a slight reduction in sales cost
price, as the result of rising raw materials costs. On the
other hand, the 2.7% fall in sales, administration and
general costs demonstrates the considerable effort the
Group is making to control its costs.

tn 2004, Michelin invested €674 million (4.3% of turnover)
in research and development. The reduction of 5.1%
compared with the 2003 figure reflects the impact of
currency fluctuations, the need to exercise effective control
over the amounts allocated annually to technology and

* A detailed analysis of the results for the financial year is given in the activity report sent to each Stockholder together with this Notice of Meeting.
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innovation, and the normal fluctuations between financial
years as a result of project progress and development.

Non-operating revenues and expenses amounted to
€213 million; a reduction of 5.2%. This improvement
resulted chiefly from currency rate trends and the reduction
in Group debt. The average cost of servicing this debt fell
slightly to 6%, compared with 6.1% in 2003,

The exceptional loss of €206 million (compared with
an exceptional profit of €19 million in 2003) is chiefly
accounted for by:

@ restructuring provisions of €65.3 million (compared
with €192 million in 2003), of which €21.3 million is
earmarked for the Progressive Early Retirement Plan (PRP)
set up in France in the 1st half of the year;

B a provision of €108 million to cover the potential loss on
the planned disposal of shares in the companies making
up the wheels activity;

B €16 million of “transition costs” as a result of the
agreement signed in August 2004 with the USWA
trade union in respect of Uniroyal Goodrich plants in
North America,

At €315.8 million, the Group tax charge has grown in
terms of absolute value, although the apparent average tax
rate has fallen significantly to 37.5%, compared with
44.3% in 2003. This improvement is the result of striking a
better balance between profit-making and loss-making
companies and the favorable impact of research-related tax
credits earned by the Group in France and Spain.

The net profit figure is therefore €527 million; a 60%
increase over the €328.9 million reported for 2003. The
Group net profit share stands at €515.1 million, compared
with €317.5 million for the previous financial year.
The most significant minority interests relate to Group
subsidiary companies in Thailand and China.

Gross tangible and intangible investment for the year
{excluding external growth) was on target at €1.1 billion.
This figure represented 7.2% of turnover and is consistent
with that for 2003. In 2004, financial investment was
limited to the acquisition of minority holdings. These
included a 10% holding in Gajah Tunggal at a cost of
25 million dollars;  this company is Indonesia’s leading
manufacturer and the market leader in the ASEAN' zone.
At the same time, the Group acquired a 14.9% holding
in Apollo Tyres, at a cost of just under 30 million dollars.
In 2003, Michelin entered into an agreement with Apollo
Tyres (india’s leading manufacturer of Heavy Truck tires) to
set up a joint venture to manufacture radial Heavy Truck
tires. )

The working capital requirement (WCR) was €21 million
lower, at 26.6% of turnover (at constant exchange rate),
compared with 26.9% for the previous year.

Net stock accounted for 18.2% of turnover, compared with
18% the previous year (17.6% at constant exchange rate).
The main reason for this rise is the marked increase in raw
materials costs. The higher finished product stock valuation
is solely the result of higher raw materials costs and there-
fore demonstrates the Group’s effective policy of supply
chain management.

Customer receivables were 0.4 points lower at constant
exchange rate, accounting for 18.6% of turnover. As
part of its normal financial management, Michelin had
conducted trade receivables securitization transactions
amounting to €675 million at December 31, 2004, Fully
consolidated, these transactions are included in the
Customer Receivables item on the asset side of the balance
sheet and the Financial Debt item on the liabilities side of
the balance sheet?,

(1) ASEAN: Association of South East Asian Nations. A free-trade agreement between Brunei, Cambodia, Indonesia, Lacs, Malaysia, Thailand, Vietnam,

Singapore and Myanmar.

(2) For a more detailed explanation, please refer to note 7 in the consolidated accounts as shown in the annual report.
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Compagnie Financiére Michelin (CF

The consolidated turnover for CFM was €15.9 billion, up
1.9% on the 2003 financial year. However, at constant
exchange rate, turnover generated in euro grew by 5.3%.

At €1.22 billion, operating profit was up by, 10.9%, .

producing a net profit figure of €499 million. Given the

fact that the accounting scopes of Compagnie Générale
des Etablissements Michelin and Compagnie Financiére

~ Michelin are practically identical, the comments relating
_to turnover apply equally to CFM.

Compagnie Générale des Etablissements

Michelin (CGEM)

The company accounts show a profit of €295,151,971.68,
compared with a figure of €178,237,815.34 for the
previous year, i.e. an increase of €116.9 million.

Operating profit rose by €27.7 million as the joint effect
of an additional €9.3 million of fees and royalties from
subsidiary companies and a reduction of €23 million in
external charges, due mainly to research expenditure.

Non-operating revenues and expenses improved by
£€112.1 million as a result of the following factors:

B a return to the payment of a dividend by the Manufacture
Frangaise des Pneumatiques Michelin, amounting to
€74.9 million;

B the recovery of the provision for depreciation of non-
voting shares in Manufacture Francaise des Pneumatiques
Michelin, amounting to €96 million;

B an annual increase of €30 million in financial costs
relating to deeply subordinated securities (T.S.D.R)
issued on December 3, 2003;

8 a reduction in holdings-related receivables revenue.

These items explain a pre-tax profit level of €322 .3 million,
compared with €182.6 million in 2003,

Lastly, the company tax liability was €27.2 million.
The balance sheet structure has changed as follows:

B On May 5, 2004, Compagnie Générale des Etablisse-
ments Michelin acquired 2,341,381 registered shares in
Compagnie Financiére Michelin following a new eguity
issue. The fully paid-up shares were acquired in payment
for loans receivable amounting to €529,587,275.

B On November 17, 2004, Compagnie Générale des
Etablissements Michelin acquired 1,317,029 registered
shares in Compagnie Financiére Michelin following a
new equity issue. The shares were acquired in return for
a cash payment of €301,714,982.

B As a result of reducing its share capital in accordance
with Article 39 of the French Finance Law amendment of
December 30, 2004, the company became liable to an
exceptional tax of 2.5% on the amount held in the
special long-term capital gains reserve (R.S.PV.L.T) up
to @ maximum of €200 million, subject to deduction
of an allowance of €500,000. The amount of tax
payable is €4,987,500.
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Prospects for 2005

2004 was a year of many challenges, during which Michelin
continued to apply the same strategy that has proved so
successful over recent years: improving guality, increasing
profitability and strengthening its finandial structure.

In 2005, Michelin believes that its markets in the developed
world will continue to grow in line with their long-term
trends (2% to 3% per annum) and will add further to the
product mix. Emergent markets, such as China, Eastern
Europe and South America, will be more dynamic, with
growth rates of between 8% and 10%.

It should be emphasized that, compared with the
exceptionally strong growth seen in the first half of 2004,
the first half of 2005 will certainly see a less dramatic
picture. ‘

After raw materials cost increases of 11% in 2004, Michelin
expects these costs to rise even faster in 2005, at the rate
of 13%, (at constant exchange rate). Despite this negative
influence, Michelin expects the year's operational results to
be at least as goed as those for 2004.
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Before presenting you with the resolutions we plan to
submit for your approval, we would like to report to you on
the use that has been made of the autharizations you gave
us at the Mixed General Meeting of May 14, 2004, and
particularly those concerning the allocation of stock
options, share purchases and the employee stockholding
scheme.

& Stock options

The autherization you gave us was to grant share subscrip-
tion or purchase options up to a limit of 2,000,000 shares,
or 1.40% of capital.

This authorization has yet to be used, since the share
subscription options granted in 2004 were based on
the authorization you gave us at the General Meeting of
May 18, 2001.

During 2004, we granted 309,000 share subscription
options (0.2% of capital) to members of the Group Board
and general management team. Options were granted
to Board members in May following the General Meeting.
This follows the same pattern as in every year where
options have been granted, in accordance with Group
rules. These options were granted by your Supervisory
Board.

Under this arrangement, each Managing Partner was
granted 10,000 options in May, at a strike price of €40.
This brings the total number of options held by each
Managing Partner to 40,000.

We would remind you that ever since the introduction of
this policy in 2002, Michelin has pursued a prudent and
reasonable approach to the granting of stock options.

Options are granted at the market price prevailing at
the time of allocation and with no discount. They may
be exercised after four years, and Michelin is opposed in
principle to plans designed to allow the strike price to be
changed where this would be “out-of-the-money” as a
result of a fall in the share price. In the four years to date,
nearly one thousand people in the company have benefited
from this policy.

& Share purchase

in order to smoath the Company’s share price, you granted
us an 18-month authorization to purchase a maximum
of 10% of share capital at a maximum price of €60, and
to sell at a minimum price of €30.

In 2004, we purchased 500,192 shares (0.35% of capital)
at an average price of €39.96, and sold 655,584 shares
(0.46% of capital) at an average price of €41.83.

At December 31, 2004, the Company held none of its own
shares.

& Employee shareholding scheme

You also authorized us to issue shares reserved for
employees of the Company and its subsidiaries as part
of the employee shareholding scheme, up to an overall
total not exceeding 1% of current share capital.

This authorization was not used in 2004,

The May 20, 2005 Mixed General Meeting will submit both
ordinary and extraordinary resolutions for your approval.

Page 10/20



@ Ordinary resolutions

List of the resolutions proposed
1* resolution Approval of the corporate accounts for the
2004 financial year

. 2™ resolution Allocation of profits for the 2004

financial year

3" resolution Approval of the consolidated accounts
for the 2004 financial year

4* resolution Special Auditors’ report on regulated
agreements

5* resolution Transfer of €200,000,000 from the special
long-term capital gains reserve to an
ordinary reserve

6™ resolution Appointment of Mrs, Laurence Parisot
as a member of the Supervisory Board

7% resolution Appointment of Mr. Patrick Cox
as a member of the Supervisory Board

8" resolution Renewal of the share purchase program

# The first two resolutions relate to the approval of the
corporate accounts for the 2004 financial year and the
allocation of the resulting profits.

We therefore propose that you approve the transactions
accounted for in the Company’s profit and loss account and
balance sheet, as submitted to you, and move on to resolve
upon the allocation of profits, which total €295,151,971.68,

Mixed General Meeting of May 20, 2005 1011

After deduction of the statutory share payable to the
Managing Partners, i.e. €5,271,626.68, the balance of
€289,880,345.00, subject to the addition of profits
brought forward of €52,494,683.39, results in a sum
distributable to Stockholders of €342,375,028.39.

We propose that a dividend of €1.25 per share be distri-
buted in respect of the 2004 financial year. This substantial
increase is closely related to the improved results of the
Group and reflects our commitment to return to the
dividend growth seen in recent years, whilst ensuring a
distribution rate that better reflects the legitimate expec-
tations of our Stockholders. It is also a strong signal of the
belief we have in the future prospects of your company.

It also reflects the abolition of the tax credit from January 1,
2005, which eliminates any tax paid by companies on
dividends paid (“withholding tax on investment income”).

This dividend will be paid on May 24, 2005.

We would remind you of the following figures, relating
to the previcus three financial years:

2004 2003 2002
Net profit per share £3.59 €2.22 £4.28
Variance compared with previous year +60% -48% +95%
Net dividend per share €125 €0.93 €0.93
Variance compared with previous year +35% 0% +5%
Overall revenue (inc. tax credit) £1.25 €1.395 €1.385
Dividend paid by the Company (A) €179 miflion £133 million €132 miltion
Withholding tax on investment income (B) €7 million*™* €37 miltion £29 million
Total paid by the Company (A + B) €186 million £170 million €167 million
Distribution rate 34.1% 40.4% 21.5%
Share price at 31 December €47.19 €36.38 €32.85
Net yield* 2.7% 2.6% 28% B

* dividend per share as a function of the share price at 31 December.
** exceptional tax, repayable by the Government over 3 years.
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® The third resolution concerns the approval of the
consolidated accounts for the 2004 financial year, which
show a net profit of €527,162,667.51.

The company report sent to each Stockholder together
with this Notice of Meeting contains a detailed analysis
of the consolidated accounts and their comparison with
the previous financial year. :

B The fourth resolution concerns the Special Auditors’
report on regulated agreements,

The law requires that the auditors must submit a report
to the Annual General Meeting of Stockholders, setting
out those non-current agreements entered into during the
previous financial year between the Company and any of its
Managing Partners, any members of the Supervisory Board
or any Stockholder holding more than 5% of the voting
rights.

This special report on regulated agreements notes that no
such agreement was made during 2004.

B The fifth resolution concerns the transfer of
€200,000,000 from the special long-term capital gains
reserve to an ordinary reserve. At December 31, 2004,
the special long-term capital gains reserve stood at
€1,081,419,039.

This resolution comes about as a result of changes to the
taxation of long-term capital gains made by the French
finance amendment legislation for 2004 (article 39). This
law requires companies to transfer up to €200 million from
their special long-term capital gains reserve to an ordinary

reserve before December 31, 2005. The same law imposes
an exceptional tax of 2.5% on the sums transferred, after
deduction of an allowance of €500,000. Payment of this
exceptional tax releases the company from the need to
keep the amounts transferred to the ordinary reserve
invested.

B The sixth and seventh resclutions concern: the
Supervisory Board, and propose that you appoint two new
members for a period of five years:

* Mrs. Laurence Parisot (45) has been the Chairman and
Managing Director of Optimum since 2002, and
Chairman and Managing Director of the IFOP Group since
1990. She is also a member of the Conseil Economigue et
Social, the Executive Board and Executive Board Office of
MEDEF, the Consultative Board of Ernst & Young and the
Supervisory Board of Euro Disney SCA.

o Mr. Patrick Cox (52) is lIrish, was Chairman of the
European Parliament from 2002 to 2004, and is currently
the Managing Partner of the American company
European Integration Solutions LLC.

Both new members have met with the Chairman and some
members of the Supervisory Board, and we are satisfied
that they will enhance our Supervisory Board with
their experience, whilst adding diversity and a more inter-
national outlook in helping Michelin grow.

As a result of these appointments, the Supervisory Board
will comprise seven members, six of whom are independent.
Gregoire Puiseux, whose appointment expires on the date
of this General Meeting, does not seek re-election.
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The current composition of the Supervisory Board:

Name Age Date of first Year of independent*
appointment | appointment expiry
Eric Bourdais de Charbonnigre*** Chairman 66 June 11, 1999 2009 No
Frangois Grappotte*** 69 June 11, 1989 2009 Yes
Pierre Michelin*** 56 June 12, 1998 2008 Yes
Benoit Potier 43 May 16, 2003 2008 Yes
Grégoire Puiselx** 74 june 22, 1990 2005 No
Edouard de Royére*** 73 June 12, 1998 2008 Yes

* Under the criteria fixed by the Supervisory Board rules and stated in the Supervisory Board Chairman’s report.
** G, Puiseux is not seeking re-election when his current appointment expires an 20 May 2005.

*** Member of the Audit Committee chaired by £ Grappotte.

@ The eighth resolution seeks to renew the authorization
permitting the Company to transact its own shares.
This renewal is for a period of eighteen months, on the
following basis; a maximum purchase price of €70.00 and
a minimum-selling price of €40.00.

This authorization would replace that granted for the
same purpose by the General Meeting of May 14, 2004.
As indicated above, the previous authorization resulted,
during 2004, in the purchase of 500,182 shares at an
average price €39.96, and the sale of 655,584 shares at an
average price of €41.83.

Stockholders are reminded that, following the sale
of 235,728 shares in December 2004 via an investment
services provider, the Company no longer holds any of its
own shares.

The new provisions adopted by the Autorité des Marchés
Financiers (AMF) (the French Stock Market Regulator)
on October 13, 2004 apply the European regulations on
permissible market practices, and require that share price
smoothing transactions should henceforth be conducted by
an investment services provider acting independently under
a liquidity contract. No such contract has yet been signed
by your company.
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Extraordinary resolutions

List of the resolutions proposed
Appointment of Michel Rollier

as Managing Partner

-Deletion of the statutory nationality
condition applying to the allocation
of double voting rights

9* Resolution

10* Resolution

The ninth resolution concerns the appointment of Michel
Rollier as a Managing Partner to work alongside Edouard
Michelin and René Zingraff.

Michel' Rollier (60) joined the Michelin Group in 1996,
having previously been the Financial Director and Managing
Director of the papermaking group Aussedat-Rey (Interna-
tional Paper Group). He is currently the company’s Financial
Director and a member of the Group Executive Board.

Working closely with Edouard Michelin and René Zingraff,
Michel Rollier has demonstrated his ability, his humanity
and his great commitment to the company; strengths that
will complement those of Edouard Michelin and René
Zingraff in providing reliable and effective management
of the Group. This proposal prepares the way for ensured
continuity following the future retirement of René Zingraff.

& The tenth resolution involves changing article 22 of the
company’s articles of association, which provides for double
voting rights for French Stockholders and those from
EU member states who have held their shares for over four years.

The tire is a long lifecycle product. Our markets, invest-
ments and research are all long-term considerations
and sometimes require us to take decisions whose conse-
quences cannot be known until several years later. Michelin
believes it is only natural that a Stockholder who has
held shares in the company for over four years, and has
therefore shown a commitment to long-term risk, has
a greater influence on strategic decisions. This fact is
recognized by the granting of double voting rights, which
reflect the amount of time companies need in order to
fulfill their responsibilities and contribute to sustainable
development. Today's Michelin is a global group in terms
both of its business activity and the spread of its equity capital.

This is why we are proposing that you extend double
voting rights to all Stockholders by deleting the nationality
condition contained in the articles of association. This is an
old provision, which we now propose should be modified.

On December 31, 2004, non-EU resident Stockholders held
15.8% of your company’s share total capital. At the same
date, 26.4% of share capital had been held for over four years.

Page 14/20



Mixed General Meeting of May 20, 2005 141 5

17 resolutiol :
Approval of the corporate accounts for 2004

The Gereral Meeting, having heard the Managing Partners’
report, the Auditors’ report, and the report of the
Supervisory Board, hereby approves the company accounts
for 2004 and the resulting profit recorded therein of
€295,151,971.68.

The General Meeting hereby approves the operations
described in the above accounts and indicated in the
above reports, specifically and insofar as is necessary, those
affecting the various reserve accounts.

12 resolutio

Allocation of profits for 2004

At the proposal of the Managing Partners and with the
approval of the Supervisary Board,

The Gereral Meeting, in consideration

of a profit for the year of £295,151,971.68

Less the statutory share
of the General Partners in the amount of €5,271,626.68

€285,880,345.00

Resulting in a balance of

Subject to the addition of profits
brought forward of

€52,494 683 .39
€342,375,028 39

Represents a distributable sum of

Hereby rules as follows:

I - To undertake the distribution of a total sum of
€179,233,781.25, which represents a dividend of €1.25
per share.

The date of expiry for dividend entitiements shall be
May 24, 2005, upon which date shares shall be quoted net
of their dividend entitlement for the 2004 financial year.

Since shares held by the Company on the date of dividend
settlement do not carry entitiement to any dividend, the
amounts corresponding to the dividend in respect of these
shares will be entered under the item “Profits carried
forward”.

The dividends paid in respect of the previous three financial
years are shown, together with the corresponding tax
credits, in the following table:

Il - To transfer the balance of €163,141,247 14 to the item
"Profits carried forward"”

Year d?xfm‘l; TOTAL EARNINGS PER SHARE

(ineuro) Dividend Tax credit” Total earnings
2001 114.508,482.05 0.85 0.43 1.28
2002 131,867,238.90 0.93 0.465 1.395
2003 133,349,033.25 0.93 0.465 1395

(1) The French finance law for 2004 abolished the tax credit from 1 January 2005 onwards.
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Approval of the consolidated accounts for 2004

The General Meeting, having heard the Managing Partners’
report, the Auditors’ report and the report of the
Supervisory Board, hereby approves the consolidated
accounts for 2004 and the profit of €527,162,667.51
recorded therein.

e'vesolition

Regulated agreements

The General Meeting, having heard the special Auditors’
report on the agreements described in Article L 226-10
of the French Commercial Code, hereby approves the said
report and duly records that there are no such agreements
to be submitted for approval.

Transfer of €200,000,000 from the special
long-term capital gains reserve to an ordinary
reserve account

The General Meeting, having heard the Managing Partners’
report and the report of the Supervisory Board, resolves,
for the purpose of applying the provisions of Article 39-IvV
of the French financial law amendment for 2004, to transfer
the sum of €200,000,000 from the special long-term
capital gains reserve to an ordinary reserve account.
At December 31, 2004, the special long-term capital gains
reserve contained €1,081,419,039; the exceptional tax
applying to this transfer having been paid from the item
"Profits carried forward”.

Appointment of a Supervisory Board member

The General Meeting, having heard the Managing Partners’
report and the report of the Supervisory Board, appoints
Mrs. Laurence PARISOT as a member of the Supervisory
Board for a period of five years, that term to expire at the
General Meeting called in 2010 for the adoption of the
accounts for the 2009 financial year.

Appointment of a Supervisory Board member

The General Meeting, having heard the Managing Partners’
report and the report of the Supervisory Board, appoints
Mr. Patrick COX as a member of the Supervisory Board for
a period of five years, that term to expire at the General
Meeting called in 2010 for the adoption of the accounts for
the 2009 financial year.
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Authorization permitting the Company to transact
its own shares on the Stock Market

The General Meeting, having heard the Managing Partners’
report.and the report of the Supervisory Board,

Hereby authorizes the Company to transact its own shares
in accordance with Article L 225-209 of the French
Commercial Code, subject to the following conditions:

B the maximum purchase price shall be €70;
B8 the minimum-selling price of €40,

B the number of shares purchased shall not exceed 10% of
the total number of equity shares, i.e. a maximum
amount of €1,003,709,140;

B the term of this authorization shall be 18 months with
effect from the present date.

In case of an increase in capital by way of the incorporation
of reserves and the allotment of free shares, or in the event
of a share split or share combination, the prices indicated
above shall be adjusted by the application of a multiplier
coefficient which shall be equal to the ratio between the
number of equity shares before and after the operation
concerned.

The purpose of this authorization is to enable the Company
to use the opportunities provided under the applicable
legistation to trade in its own shares for the purpose of:

& the retention, sale or remittance by way of exchange
or transfer of shares in lieu of payment, specifically
for the purposes of financial transactions such as
acquisitions or the issue of shares conferring direct
or indirect access to equity capital;

8 the granting of shares to the Company's Senior
and Executive Managers, or those of Group member
companies in the context of stock option purchases;

the cancellation of shares, whether in whole or in part,
for the purposes of optimizing the Company's share
capital and net earnings per share;

8 the regularisation of the Stock Market share price or
share liguidity by an investment services provider under
a liquidity contract drafted in accordance with the ethical
practices charter adopted by the Autorité des Marchés
Financiers.

Shares may be acquired at any time, on a single occasion
or on a number of occasions, whether in the market,
by mutual agreement, or by any other means, and more
specifically by way of the transfer of blocks of shares, the
purchase of share options or the use of derivative products.

For the purposes referred to above, the General Meeting
hereby assigns to the Managing Partners, or any one of the
Managing Partners, full authority to enter into contracts,
complete all declarations and formalities and, more gene-
rally, to conduct any and all measures as shall be necessary
for the implementation of decisions taken as a result of this
authorization.

This authorization supersedes the resolution adopted
for the same purpose by the Ordinary General Meeting
of Stockholders held on May 14, 2004.
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Extraordinary resolutions

Appointment of Mr. Michel ROLLIER
as Managing Partner ,

The General Meeting, having heard the Managing Partners’
report and the report of the Supervisory Board,

Having taken due note of the consent of each of the
General Partners,

Rules that:

B The Compagnie Générale des Etablissements Michelin,
of which tdouard MICHELIN and René ZINGRAFF
are General Partners, will, from this day forward,
be managed and administered jointly and severally
by themselves and Michel ROLUER, who will be appointed
as General Partner;

B Fdouard MICHELIN, Michel ROLLIER and René ZINGRAFF
will carry out their duties in the manner prescribed in,
and subject to the conditions set out in, the Company's
articles of association.

And rules consequently to change articles 1 and 3 of
the Company’s articles of association, as follows:

Article 1 - The text of paragraphs 2 and 3 is changed
to read as follows:

Monsieur Edouard MICHELIN, Monsieur Michel ROLLIER
and Monsieur René ZINGRAFF, Managers,

Of the SQCIETE AUXILIAIRE DE GESTION -SAGES-, a
simplified stock company capitalized at forty thousand
euro, whose registered office is at Clermont-Ferrand
(Puy-de-Déme),

Are appointed as Managing Partners for an indefinite
period and with joint and several liability.

Article 3 - Paragraph 6 is replaced by the following text:

If the management functions exercised by Monsieur
Edouard MICHELIN should cease, for any cause whatsoever,
before those exercised by the other Managing Partners, the
company name and signatory status will, as a direct result
of this fact, revert to the names of those Managing Partners
who remain.

Suppression of the statutory nationality condition
to obtain a double voting right

The General Meeting, having heard the Managing Partners’
report and the report of the Supervisory Board, resolves to
delete the nationality condition contained in the company’s
articles of association which previously applied to the
granting of double voting rights to Stockholders and,
consequently, to modify the text of article 22 of the
company’s articles of association, as follows:

Article 22 - Paragraph 5 is replaced by the following text:

However, the holders of all fully paid-up shares which have
been held in the same Stockholder's name for a minimum
of four years will be granted two votes per share, without
limitation. These voting rights may be exercised either
by the Stockholders concerned or by their duly appointed
proxies.
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2000

Mixed General Meeting of May 20, 2005 18219

2001

2002

2003 i

Capital | - End-of-year capital

a) Equity capital

269,431,746

269,431,746

283,585,460

286,774,050

b) Existing number of ordinary shares

134,715,873

134,715,873

141,792,730

143,387,025

¢) Existing number of priority dividend
shares (non-voting)

d) Maximum number of future shares
to be created

Operations and resuits
for the year

a) Pre-tax revenues

335,562.960.73

364,240,518.88

364,877.827.54

349,657.871.00

b) Profit before tax and net calculated
charges (depreciation and reserves)

257,749,796.33

457,409,251.36

306.269,486.48

171.879,396.33

¢) Tax on profits

26.,366,015.41

415,485.00

13,188,696.00

4,304,116.00

d) Employee profit-sharing for the year

e) Profit after tax and calculated charges
(depreciation and reserves)

263,620,238.61

452,871.105.91

332,387,387.56

178,237.815.34

Earnings per share

a) Profit after tax, but before
calculated charges
(depreciation and reserves)

1.72

3.39

2.07

117

b) Profit after tax and calculated charges
(depreciation and reserves)

1.96

3.36

2.34

1.24

¢) Dividend per share

0.80

0.85

0.93

0.93

Personnel

a) Average number of employees
during the financial year

33

33

34

36

b) Total payroll expenditure for the financial year

1,147,039.19

1.110,087.78

1.409,510.18

1,224.689.86

¢) Total amounts paid by way of welfare
benefits {Social security payments,
welfare schemes, etc.)

458,331.75

435,795.99

462,332.27

498,850.08

286,774,050
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Compagnie Générale des Etablissements Michelin
Headquarters located at 12, cours Sablon - 63040 CLERMONT-FERRAND CEDEX 9 - FRANCE
Telephone: +33 473 98 59 00 - Fax: +33 473 98 59 04

Partnership with stockholders with capital stock of € 286,774,050
Michelin et Cie - 855 200 887 R.C.S. (corporate and trade register) Clermont-Ferrand - France

better way forward
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SEC FILE #82-3354

Translation of French text published in the
Bulletin des Annonces Légales Obligatoires on March 18, 2005

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN
(Michelin et Cie.)

Partnership limited by shares with capital of 286,774,050 Euros
Registered Office: 12, cours Sablon, Clermont-Ferrand (Puy-de-Dome)
855 200 887 R.C.S. Clermont-Ferrand

Notice of Mixed General Meeting of Stockholders

This notice is available on the site www.michelin.com/corporate under the heading "Investor
Relations".

A mixed general meeting of stockholders will be held for the purpose of considering the
following agenda: «

- Managing Partner's report;

- Report of the Supervisory Board.

Items within the competence of the Ordinary General Meeting:

- Reading of the Auditors’ reports on the consolidated and corporate accounts for the 2004
financial year and the special Auditors’ report on the conventions described in Article
L 226-10 of the French Commercial Code;

- Approval of the corporate accounts for 2004 and the operations described,;

- Allocation of profits for 2004;

- Approval of the consolidated accounts for 2004;

- The transfer of €200,000,000 from the special long-term capital gains reserve to an
ordinary reserve account;

- Appointment of two members to the Supervisory Board;

- Authorization for the Company to trade its own shares on the Stock Market.

Items within the competence of the Extraordinary General Meeting:

- Appointment of a Managing Partner and the corresponding modification of the
company’s articles of association;

- Deletion of the nationality condition applying to the allocation of double voting rights
and the corresponding modification to article 22, paragraph 5, of the company’s articles
of association.
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Text of the Resolutions
Ordinary Resolutions

First Resolution. (Approval of the corporate accounts for 2004).
The General Meeting, having heard the Managing Partners’ report, the Auditors’ report, and the
report of the Supervisory Board, hereby approves the company accounts for 2004 and the
resulting profit recorded therein of €295,151,971.68.
The General Meeting hereby approves the operations described in the above accounts and
indicated in the above reports, specifically and insofar as is necessary, those affecting the various
reserve accounts.

Second Resolution. (Allocation of profits for 2004).

At the proposal of the Managing Partners and with the approval of the Supervisory Board,

The General Meeting, in consideration of a profit for the yearof . ... ... €295,151,971.68
Less the statutory share of the General Partners in the amountof .. ... .. € 5,271,626.68
Resultinginabalanceof ....... ... ... ... ... .. ... ... ... .... €289,880,345.00
Subject to the addition of profits brought forwardof . ................ € 52,494,683.39
Represents a distributable sumof .............. ... ... ... ... .... € 342,375,028.39

Hereby rules as follows:

I - To undertake the distribution of atotal sumof ................... €179,233,781.25,
which represents a dividend of €1.25 per share.

The date of expiry for dividend entitlements shall be May 24, 2005, upon which date shares shall
be quoted net of their dividend entitlement for the 2004 financial year.

Since shares held by the Company on the date of dividend settlement do not carry entitlement to
any dividend, the amounts corresponding to the dividend in respect of these shares will be
entered under the item “Profits carried forward”.

The dividends paid in respect of the previous three financial years are shown, together with the
corresponding tax credits, in the following table:

Year d?g,'f;’;‘;; TOTAL EARNINGS PER SHARE

{ineuro} Dividend Tax eredit™ Total earnings
2001 114,508,482.05 025 .43 1.28
2002 131,867,236 80 .53 {.385 1.365
2003 122,340,033 25 0.3 0485 1.305

{1} The French Snane i for 2002 abodshed the tax wradit from 1 Jarvary 2005 oowarda
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II - To transfer the balance of €163,141,247.14 to the item “Profits carried forward”
Third Resolution. (Approval of the consolidated accounts for 2004).

The General Meeting, having heard the Managing Partners’ report, the Auditors’ report and the
report of the Supervisory Board, hereby approves the consolidated accounts for 2004 and the
profit of €527,162,667.51 recorded therein.

~ Fourth Resolution. (Regulated agreements).

The General Meeting, having heard the special Auditors’ report on the agreements described in
Article L 226-10 of the French Commercial Code, hereby approves the said report and duly
records that there are no such agreements to be submitted for approval.

Fifth Resolution. (Transfer of €200,000,000 from the special long-term capital gains reserve to
an ordinary reserve account).

The General Meeting, having heard the Managing Partners’ report and the report of the
Supervisory Board, resolves, for the purpose of applying the provisions of Article 39-1V

of the French financial law amendment for 2004, to transfer the sum of €200,000,000 from the
special long-term capital gains reserve to an ordinary reserve account; at December 31, 2004, the
special long-term capital gains reserve contained €1,081,419,039; the exceptional tax applying to
this transfer having been paid from the item “Profits carried forward”.

Sixth Resolution. (Appointment of a Supervisory Board member).

The General Meeting, having heard the Managing Partners’ report and the report of the
Supervisory Board, appoints Mrs. Laurence PARISOT as a member of the Supervisory

Board for a period of five years, that term to expire at the General Meeting called in 2010 for the
adoption of the accounts for the 2009 financial year.

Seventh Resolution. (Appointment of a Supervisory Board member).

The General Meeting, having heard the Managing Partners’ report and the report of the
Supervisory Board, appoints Mr. Patrick COX as a member of the Supervisory Board for

a period of five years, that term to expire at the General Meeting called in 2010 for the adoption

of the accounts for the 2009 financial year.

Eighth Resolution. (Authorization permitting the Company to transact its own shares on the
Stock Market).

The General Meeting, having heard the Managing Partners’ report and the report of the
Supervisory Board,
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Hereby authorizes the Company to transact its own shares in accordance with Article L 225-209

of the French Commercial Code, subject to the following conditions:

- the maximum purchase price shall be €70;

- the minimume-selling price of €40;

- the number of shares purchased shall not exceed 10% of the total number of equity
shares, 1.e. a maximum amount of €1,003,709,140;

- the term of this authorization shall be 18 months with effect from the present date.

In case of an increase in capital by way of the incorporation of reserves and the allotment of free
shares, or in the event of a share split or share combination, the prices indicated above shall be
adjusted by the application of a multiplier coefficient which shall be equal to the ratio between
the number of equity shares before and after the operation concerned.

The purpose of this authorization is to enable the Company to use the opportunities provided

under the applicable legislation to trade in its own shares for the purpose of:

- the retention, sale or remittance by way of exchange or transfer of shares in lieu of
payment, specifically for the purposes of financial transactions such as acquisitions or the
issue of shares conferring direct or indirect access to equity capital;

- the granting of shares to the Company’s Senior and Executive Managers, or those of
Group member companies in the context of stock option purchases;

- the cancellation of shares, whether in whole or in part, for the purposes of optimizing the
Company’s share capital and net earnings per share;

- the regularisation of the Stock Market share price or share liquidity by an investment
services provider under a liquidity contract drafted in accordance with the ethical
practices charter adopted by the Autorité des Marchés Financiers.

Shares may be acquired at any time, on a single occasion or on a number of occasions, whether
in the market, by mutual agreement, or by any other means, and more specifically by way of the
transfer of blocks of shares, the purchase of share options or the use of derivative products.

For the purposes referred to above, the General Meeting hereby assigns to the Managing
Partners, or any one of the Managing Partners, full authority to enter into contracts,
complete all declarations and formalities and, more generally, to conduct any and all measures as

shall be necessary for the implementation of decisions taken as a result of this
authorization.

This authorization supersedes the resolution adopted for the same purpose by the Ordinary
General Meeting of Stockholders held on May 14, 2004.

Extraordinary Resolutions
Ninth Resolution.

The General Meeting, having heard the Managing Partners’ report and the report of the
Supervisory Board,
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Having taken due note of the consent of each of the General Partners,

Rules that:

- The Compagnie Générale des Etablissements Michelin, of which Edouard MICHELIN
and René ZINGRAFF are General Partners, will, from this day forward, be managed and
administered jointly and severally by themselves and Michel ROLLIER, who will be
appointed as General Partner;

- Edouard MICHELIN, Michel ROLLIER and René ZINGRAFF will carry out their duties
in the manner prescribed in, and subject to the conditions set out in, the Company’s
articles of association.

And rules consequently to change articles 1 and 3 of the Company’s articles of association, as
follows:

Article 1 — The text of paragraphs 2 and 3 is changed to read as follows:

- Monsieur Edouard MICHELIN, Monsieur Michel ROLLIER and Monsieur René
ZINGRAFF, Managers,

- Of the SOCIETE AUXILIAIRE DE GESTION -SAGES-, a simplified stock company
capitalized at forty thousand euro, whose registered office is at Clermont-Ferrand (Puy-
de-Déme),

- Are appointed as Managing Partners for an indefinite period and with joint and several
liability. ‘

Article 3 — Paragraph 6 is replaced by the following text:

If the management functions exercised by Monsieur Edouard MICHELIN should cease, for any
cause whatsoever, before those exercised by the other Managing Partners, the company name
and signatory status will, as a direct result of this fact, revert to the names of those Managing
Partners who remain.

Tenth Resolution.

The General Meeting, having heard the Managing Partners’ report-and the report of the
Supervisory Board, resolves to delete the nationality condition contained in the company’s
articles of association which previously applied to the granting of double voting rights to
Stockholders and, consequently, to modify the text of article 22 of the company’s articles of

association, as follows:

Article 22 — Paragraph 5 is replaced by the following text:
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However, the holders of all fully paid-up shares which have been held in the same Stockholder’s
name for a minimum of four years will be granted two votes per share, without limitation. These
voting rights may be exercised either by the Stockholders concerned or by their duly appointed
proxies.

Every Stockholder who is entered in the Company’s register of Stockholders no later than five
days prior to the day of the meeting will, regardless of the number of shares they hold, be entitled
to attend the meeting or be represented at the meeting, either by another Stockholder or their
spouse acting as proxy.

The Shareholders who meet the provisions of Article 128 of Decree 67-236 of March 23, 1967
are informed that they should send to the Company's headquarters, within ten days of publication
of this notice, their proposed resolutions for inclusion in the agenda of the Shareholders Meeting.
These should comply as to form and substance with applicable law.
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SEC FILE #82-3354

Translation of French text published in the
Bulletin des Annonces Légales Obligatoires on April 11, 2005

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN
(Michelin et Cie.)

Partnership limited by shares with capital of 286,774,050 Euros

Registered Office: 12, cours Sablon, Clermont-Ferrand (Puy-de-Dome)
855 200 887 R.C.S. Clermont-Ferrand

Siret: 855200 887 00021. — APE : 741 J.

Notice of Meeting

A mixed general meeting of stockholders of Compagnie Generale des Etablissements Michelin
will be held on Friday May 20, 2005, at 9:00 a.m., at the Polydéme, Place du 1% Mai, in
Clermont-Ferrand (Puy-de-Dome), with the following agenda:

- Managing Partner's report;
- Report of the Supervisory Board.

Items within the competence of the Ordinary General Meeting:

- Reading of the Auditors’ reports on the consolidated and corporate accounts for the 2004
financial year and the special Auditors’ report on the conventions described in Article
L 226-10 of the French Commercial Code;

- Approval of the corporate accounts for 2004 and the operations described;

- Allocation of profits for 2004;

- Approval of the consolidated accounts for 2004;

- The transfer of €200,000,000 from the special long-term capital gains reserve to an
ordinary reserve account;

- Appointment of two members to the Supervisory Board;

- Authorization for the Company to trade its own shares on the Stock Market.

Items within the competence of the Extraordinary General Meeting:

- Appointment of a Managing Partner and the corresponding modification of the
company’s articles of association;

- Deletion of the nationality condition applying to the allocation of double voting rights
and the corresponding modification to article 22, paragraph 5, of the company’s articles
of association.
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Shareholders who have been registered in the Company's Shareholder register at least five days
before the Annual Shareholders Meeting will be entitled to attend the deliberations, regardless of
the number of shares owned, upon presentation of a valid identity document.

Voting forms will be mailed to Shareholders; only those voting forms that are received by the
Company at least three days before the Meeting will be taken into account.
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